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This summary page highlights selected information and may not contain all of the information that is important to you.
For a detailed analysis of the company's results for the first quarter, you should read the entire document.

SUMMARY OF RESULTS

On April 16, 2003, Caterpillar Inc. (NYSE: CAT) reported first-quarter 2003 sales and revenues of $4.82 billion and
profit of $129 million or 37 cents per share.

Sales and revenues of $4.82 billion were up 9 percent compared to $4.41 billion in the first quarter of 2002. Sales
and revenues increased due primarily to currency-related price realization and some higher volume in truck engines
and machines.

Profit of $129 million or 37 cents per share increased 61 percent compared to $80 million or 23 cents per share in the
first quarter of 2002. Profit was up due to the favorable impact of improved operating efficiencies, better price
realization (excluding currency) and higher volumes.

First-quarter revenues for Financial Products, which consists primarily of Caterpillar Financial Services Corporation
(Cat Financial), Caterpillar Insurance Holdings Inc. (Cat Insurance) and their subsidiaries, were $440 million, up $38
million or 9 percent compared with first quarter 2002 due primarily to continued portfolio growth at Cat Financial.

Commenting on the quarter, Caterpillar Chairman and CEO Glen Barton said, "In this challenging and uncertain
business environment, Caterpillar people around the world continued to demonstrate flexibility and sustained
emphasis on cost reduction. This resulted in strong year-over-year improvement in financial results."

Caterpillar maintained its focus on diversification this quarter with new service agreements in Caterpillar Logistics
Services Inc. (a wholly-owned subsidiary of Caterpillar Inc.), dealer expansion of Cat Rental Stores and continued
portfolio growth at Cat Financial. Geographic diversity also benefited Caterpillar this quarter with strong growth in
Asia, most significantly in China. In addition, Caterpillar recorded a substantial improvement this quarter in its
percentage of industry sales for heavy-duty truck engines.

"We continue to invest in innovations such as our new clean-diesel engines with ACERT™ technology. This is just
one example of Caterpillar's commitment to making difficult choices today in pursuit of better long-term solutions.
Customer reaction to our ACERT technology reflects the marketplace's perception that we made the right choice,"
said Barton.

Underlying these advancements in technology, diversification and growth is the company's commitment to 6 Sigma.
"As a cornerstone of our strategy, the 6 Sigma process allows us to improve efficiency and reduce costs, which
positions us to take full advantage of growth opportunities as the global economy recovers. In addition to product
development, operations and marketing projects, we made significant strides in leveraging the value of 6 Sigma in
support areas such as the consolidation of our global purchasing organization and the formation of regional human
resource centers," Barton said. "We are seeing bottom-line 6 Sigma benefits multiply as we complete and replicate
projects worldwide."

OUTLOOK

"Looking forward, we must view these positive results cautiously against a backdrop of continuing political unrest and
delayed economic recovery. Our outlook has improved somewhat, but given the degree of uncertainty in the
business environment, the balance of the year will prove challenging. We expect sales and revenues for 2003 to be
flat to up 4 percent. Full-year profit per share is expected to range from $2.20 to $2.30," Barton said. (Complete
outlook begins on page 22.)
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Part|. FINANCIAL INFORMATION

Item 1. Financial Statements

Caterpillar Inc.
Consolidated Statement of Results of Operations
(Unaudited)
(Dollars in millions except per share data)
Three Months Ended
2003 2002

Sales and revenues:

Sales of Machinery and ENGINES.........cc.coevieuriieniceseceee e 4,424 4,044

Revenues of FINanCial ProdUCES ..o 397 365

Total SAlES ANA TEVENUES ..........ceieicecieeiee ettt 4,821 4,409
Operating costs:

C0St 0f GOOAS SOIA ......ovuiicviciceee bbb 3,524 3,205

Selling, general and administrative EXPENSES..........ccoevivcvriiieiricrcseee s 676 649

Research and development EXPENSES........ccvvicveiiecirieesere e 152 171

Interest expense of Financial ProdUCES ..........ccccoveeiicncescseece e 120 123

Other OPErating EXPENSES........cvvireiriceiiecte ettt e ses 122 91

Total OPEratiNg COSES.....vcviriviireiieiieirie sttt bbb ns s 4,594 4,239
Operating Profit..........ccccoiiiiiicsee s 227 170

Interest expense excluding Financial Products.............cccccoevieinecniiesccessee e, 66 69

Other iNCOME (EXPENSE) ......vucvviriieiicteire ettt sttt tes 13 20
Consolidated profit before taxes ... 174 121

Provision for iNCOME tAXES .........cuiurirriirierire s 49 36

Profit of consolidated COMPANIES ........cc.vucvviieice s 125 85

Equity in profit (loss) of unconsolidated affiliated companies............ccoovvevicecccinsieinnnns 4 (5)
PrOFIt ... 129 80
Profit per common SHare................cccooviiin s 0.37 0.23
Profit per common share - diluted " ..................cocooviiiiiccce e 0.37 0.23
Weighted average common shares (millions)

S BASIC ...ttt 3443 343.6
SDHIUEEA 1.t s 346.8 341.7

Cash dividends paid per common Share................ccccoouieriiieniccrcece e 0.35 0.35

' Diluted by assumed exercise of stock options, using the treasury stock method.

See accompanying notes to Consolidated Financial Statements.
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Caterpillar Inc.

Consolidated Statement of Changes in Stockholders' Equity
For the Three Months Ended

(Unaudited)

(Millions of dollars)

Common stock:

Balance at beginning of PEriod ...
Common shares issued from treasury StOCK ...........covwrereerrereireneeneerereeeeeceneens
Balance at end of PEriOd..........cccuiveicnieicce e

Treasury stock:

Balance at beginning of Period ............occoeiririrnree e
Shares issued: 03/31/03 - 197,747; 03/31/02 - 514,852 .......covcuvrererrerinerncrnenns
Balance at end of PEriod ..........cccoieievieicrece s

Profit employed in the business:

Balance at beginning of PEriod ...
PIOFIE oottt
Balance at end of PEriod..........cccuviieicrieicee s

Accumulated other comprehensive income:
Foreign currency translation adjustment:

Balance at beginning of PEMOd...........cvverurirerreereerere s eeseeees
Aggregate adjustment for PEriod..........cc.ccvvererinieieseee s
Balance at end 0f PEriod ..o

Minimum pension liability adjustment - consolidated companies:
Balance at beginning of period

(net of tax of: 03/31/03-$383; 03/31/02-$82)..........ccovverrrerrerrrerrrrerererisnians
Aggregate adjustment for PEriod...........covrreeinrnnee e

Balance at end of period

(net of tax of: 03/31/03-$383; 03/31/02-382)..........cccourvrrerrreeriieressiesrieenns

Minimum pension liability adjustment - unconsolidated companies:

Balance at beginning 0f PEriod ............ccerrienneere e
Aggregate adjustment for period ..o
Balance at end of Priod ..........cccccveiieieiccree e

Derivative financial instruments:
Balance at beginning of period

(net of tax of: 03/31/03-$4; 03/31/02-$17).......oevvererrererrirerrinerrinesrineerenne

Gains/(losses) deferred during period

(net of tax of: 03/31/03-$12; 03/31/02-$4) .......cveeveerreereerereeeeeeeeee s

(Gains)/losses reclassified to earnings

(net of tax of: 03/31/03-$4; 03/31/02-$8)..........evrererrerrerrirnerrernerreinenrerneeienns

Balance at end of period

(net of tax of: 03/31/03-$4; 03/31/02-$13).......eveereerreeererresieseesse e

Available-for-sale securities:
Balance at beginning of period

(net of tax of: 03/31/03-$17; 03/31/02-$13)........cvuirrrrrierreessses s

Gains/(losses) deferred during period

(net of tax of: 03/31/03-83; 03/31/02-82)..........crerveerrrrreermcreieeeeeiesceriennas

(Gains)/losses reclassified to earnings

(net of tax of 03/31/03-F1) ........couirvrieeeeecee s

Balance at end of period

(net of tax of: 03/31/03-§19; 03/31/02-$15)..........cvveerrrveemrrreeerereeeeireseeeeonns

Total accumulated other comprehensive income

COMPrehENSIVE INCOME ......cuvvieiiiiericicieie bbbt

Stockholders' equity at end of period...............c.cocoennrrrinnnee s

See accompanying notes to Consolidated Financial Statements.

March 31, March 31,
2003 2002
$ 1,034 $ 1,043
. _ 0
1,033 1,036
(2,669) (2,696)
5 14
(2,664) _ (2682)
7,849 7533
129 $ 129 80 80
7,978 7613
86 (17)
54 54 (32) (32)
140 (49)
(771) (161)
771 161
37) (41
(1) Mm 4 4
(38) (37)
11 (26)
(23) (23) (8) (8)
8 8 15 15
4) (19)
(31) (24)
(5) (5) 4) 4)
1 1 -
(35) (28)
708 294
$ 163 55
$ 5639 $ 5673
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Caterpillar Inc.
Consolidated Statement of Financial Position

(Unaudited)
(Millions of dollars)
Assets March 31, December 31,
Current Assets: 2003 2002
Cash and short-term iNVEStMENtS ............coveuevevceieece e e, $ 327 $ 309
Receivables - trade and Other............coeeveeeveeccceeceeeees e, 2,896 2,838
ReCeiVabIES = fINANCE ..o 6,741 6,748
Deferred and refundable iNCOME taXeS ........ccccevvveeeeeecirereeeeeeeeeeee e, 699 642
Prepaid EXPENSES ....c.cvvrieeiieririeieirceee et 1,343 1,328
INVENEOTIES ...ttt ettt bttt 3,064 2,763
TOtal CUMENT BSSELS ...ttt neas 15,070 14,628
Property, plant and equipment - Net ..o 6,998 7,046
Long-term receivables - trade and Other ............ceevrnininninesee s 71 66
Long-term receivables - fINANCE .......cccvveerrvercer e, 6,862 6,714
Investments in unconsolidated affiliated companies ...........ccovvrrrerirneninins 792 747
Deferred iINCOME tAXES ....c.ccvvviiicececie e 858 850
INtANGIDIE @SSELS ... 279 281
[CToToTo L U TU TR 1,402 1,402
(01T =TT =Y £ 1,206 1117
TOtAl ASSEES ...ttt $ 33,538 $ 32851
Liabilities
Current liabilities:
Short-term DOITOWINGS ........vvvvvreeeireieeeseeecess st ssesssios 1,637 2,175
ACCOUNS PAYADIE........eieieiriiceeireie et 2,375 2,269
ACCIUEA BXPENSES......vvviiiceeietete ettt ettt bbb aeae s bns 1,997 1,620
Accrued wages, salaries and employee benefitS..........oovvvieienieinnininnnns 1,093 1,178
Dividends payable...........ccvirreririerc e - 120
Deferred and current income taxes payable ...........cocoerirenieninreenineenens 111 70
Long-term debt due within ONe Year ... 3,875 3,912
Total current liabilitieS.........ccveveeeieeccee e 10,688 11,344
Long-term debt due after ONe Year..........occevirieireriress et 12,744 11,596
Liability for post-employment Benefits ............ccvirivrininnrcsses s 4,038 4,038
Deferred income taxes and other iabilities ...........ccccoceeevieiiccviciicecee e, 429 401
Total Liabilities ............cccooooueviiieicce et 27,899 27,379
CONEINGENCIES ... - -
Stockholders' Equity
Common stock of $1.00 par
Authorized shares: 900,000,000
Issued shares: (03/31/03 and 12/31/02 - 407,447,312) at paid in amount .................. 1,033 1,034
Treasury stock (03/31/03 - 62,994,498; 12/31/02 - 63,192,245) at cost ............... (2,664) (2,669)
Profit employed in the BUSINESS .........cccvirernirriirseeses e 7,978 7,849
Accumulated other comprehensive INCOME ........cceuieveereenieeneeereeeseeeeeea (708) (742)
Total Stockholders' EQUIty...........cccccovievierniincscer s 5,639 5,472
Total Liabilities and Stockholders’ Equity................ccccccoevieirinicincsieccsie e, $ 33,538 $ 32,851

See accompanying notes to Consolidated Financial Statements.
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Caterpillar Inc.
Condensed Consolidated Statement of Cash Flow
(Unaudited)
(Millions of dollars)

Three Months Ended
March 31,

Cash flow from operating activities: 2003 2002
PIOTIL <.ttt § 129 $ 80
Adjustments for non-cash items:

Depreciation and amortization ..............ccocvennennnneneeeeese e 332 296

OBNBT s (15) 57
Changes in assets and liabilities:

Receivables - trade and Other ..o (115) (40)

INVENTOMIES ...ttt (301) (289)

Accounts payable and accrued EXPENSES..........cwreerireeerieieiniseieisessiseesesesseneens 248 95

OFNEE = NBL....e b (60) (96)

Net cash provided by operating aCtivItIES..........cvueveuririennecr e 218 103

Cash flow from investing activities:

Capital expenditures - excluding equipment leased t0 Others ..........ccooeverenencnneineenenn, (86) (152)
Expenditures for equipment leased to Others ... (261) (231)
Proceeds from disposals of property, plant and equipment..........ccocvevenernneninneeneen. 160 120
Additions 10 fiNANCe rECEIVADIES .........c.cuiuriieiireee s (3,386) (3,273)
Collection of inanCe reCEIVADIES .........coceviieeeecccccee e 2,995 2,473
Proceeds from the sale of finance receivables ..., 269 665
INvestments and @CQUISTEIONS ..ot (17) (262)
OFNEI = NBL .t (40) (39)

Net cash used for iNVesting aCtIVItIES .........oeririrnriecc e (366) (699)

Cash flow from financing activities:

DiIVIAENAS PRI ......ooveeceeeeereereereiee ettt (120) (120)
Common stock issued, including treasury shares reisSUM ...........coereereerenenenernenienns - 6
Proceeds from long-term debtiSSUEA ..........cvvieriicerceres e 2,053 1,389
Payments on 10ng-term debt...........ocoiriece e (985) (881)
Short-term DOrOWINGS = NEL ... (7173) 111

Net cash provided by financing @CtVIIES ..........coceveuririenrer e 175 505

Effect of exchange rate changes on Cash ..o, 9) )

Increase (Decrease) in cash and short-term investments ... 18 (98)

Cash and short-term investments at beginning of Period...........ccccvenineninnnee e, 309 400

Cash and short-term investments at end of PEHOd ..........oevrrrererereire e § 327 $ 302

All short-term investments, which consist primarily of highly liquid investments with original maturities of three months or less, are

considered to be cash equivalents.

See accompanying notes to Consolidated Financial Statements.
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1.

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS
(Unaudited)

A. Financial Statement Presentation

In the opinion of management, all adjustments, consisting only of normal recurring adjustments necessary for a fair presentation of (a)
the consolidated results of operations for the three-month periods ended March 31, 2003 and 2002, (b) the changes in stockholders'
equity for the three-month periods ended March 31, 2003 and 2002, (c) the consolidated financial position at March 31, 2003 and
December 31, 2002, and (d) the consolidated statement of cash flow for the three-month periods ended March 31, 2003 and 2002,
have been made. Certain amounts for prior periods have been reclassified to conform to the current period financial statement
presentation.

Except for those amounts derived from the December 31, 2002 audited consolidated financial statements, amounts included
throughout the first quarter 2003 Form 10-Q are unaudited.

B. Nature of Operations
We operate in three principal lines of business:

(1)  Machinery - design, manufacture and marketing of construction, mining, agricultural and forestry machinery - track and wheel
tractors, track and wheel loaders, pipelayers, motor graders, wheel tractor-scrapers, track and wheel excavators, backhoe
loaders, mining shovels, log skidders, log loaders, off-highway trucks, articulated trucks, paving products, telescopic handlers,
skid steer loaders and related parts.

(2) Engines - design, manufacture and marketing of engines for Caterpillar Machinery, electric power generation systems; on-
highway vehicles and locomotives; marine, petroleum, construction, industrial, agricultural and other applications; and related
parts. Reciprocating engines meet power needs ranging from 5 to over 22,000 horsepower (4 to over 16 200 kilowatts).
Turbines range from 1,600 to 19,500 horsepower (1 000 to 14 500 kilowatts).

(3) Financial Products - financing to customers and dealers for the purchase and lease of Caterpillar and other equipment, as well
as some financing for Caterpillar sales to dealers. Financing plans include operating and finance leases, installment sale
contracts, working capital loans and wholesale financing plans. The division also provides various forms of insurance to
customers and dealers to help support the purchase and lease of our equipment. This line of business consists primarily of
Caterpillar Financial Services Corporation (Cat Financial) and Caterpillar Insurance Holdings Inc. (Cat Insurance) and their
subsidiaries.

Our Machinery and Engines operations are highly integrated. Throughout the Notes, Machinery and Engines represents the aggregate
total of these principal lines of business.

C. Stock-Based Compensation

We use the intrinsic value method of accounting for stock-based employee compensation in accordance with Accounting Principles
Board Opinion No. 25, "Accounting for Stock Issued to Employees." Pro forma net profit and earnings per share were;

Three Months Ended
March 31,
(Dollars in millions except per share data) 2003 2002
Profit, @S FePOMEA.......o.cviveiiciieecece et $ 129 $ 80
Deduct: Total stock-based employee compensation expense determined
under fair value based method for all awards, net of related tax effects.................. (18) (17
Pro fOrmMa Profit.........cocecerieiess ettt $ 11 $ 63
Profit per share of common stock:
As reported:
BASIC ....o.cvveecvieeeeeeiec st $ 0.37 $ 0.23
ASSUMING IIULION.......oocvviveicicccce et $ 0.37 $ 0.23
Pro forma:
BASIC ......cveeecveeceieeeiee et $ 0.32 $ 0.18
Assuming dilution $ 0.32 $ 0.18




The results for the three-month period ended March 31, 2003 are not necessarily indicative of the results for the entire year 2003.

Environmental and Legal Matters

The company is regulated by federal, state, and international environmental laws governing our use of substances and control of
emissions in all our operations. Compliance with these existing laws has not had a material impact on our capital expenditures,
earnings, or competitive position.

We are cleaning up hazardous waste at a number of locations, often with other companies, pursuant to federal and state laws. When it
is likely we will pay clean-up costs at a site and those costs can be estimated, the costs are charged against our earnings. In doing that
estimate, we do not consider amounts expected to be recovered from insurance companies and others.

The amount accrued for environmental clean-up is not material and is included in "Accrued expenses" in the Statement of Financial
Position. If a range of liability estimates is available on a particular site, we accrue at the lower end of that range.

We cannot estimate costs on sites in the very early stages of clean-up. Currently, we have five sites in the very early stages of clean-up,
and there is no more than a remote chance that a material amount for clean-up will be required.

Pursuant to a consent decree Caterpillar entered with the United States Environmental Protection Agency (EPA), we were required to
meet certain emission standards by October 2002. The decree provides that if the manufacturers were unable to meet the standards at
that time they would be required to pay a non-conformance penalty (NCP) on each engine sold that did not meet the standard. The
amount of the NCP would be based on how close to meeting the standard the engine came - the more out of compliance the higher the
penalty. We began shipping lower emission engines in October 2002 as a bridge until fully compliant Advanced Combustion Emission
Reduction Technology (ACERT) engines are introduced in 2003.

The consent decree also provided the ability to "bank" emissions credits prior to October 2002 that could be used to offset non-
conforming engines produced after January 1, 2003. That is, if a company was able to produce and sell engines that were below the
applicable standard prior to October 2002, then the company could apply the emission credits created by those engines to engines
produced after January 1, 2003 that do not meet the consent decree standard. For example, an engine produced and sold prior to
October 2002 that produced 3.5 grams of NOx as compared to 4.0 gram standard would create an emissions credit. This credit would
be "banked" to be used to offset the NOx deficiency of an engine produced after January 1, 2003 that did not meet the consent decree
standard. Given this scenario, a company could produce and sell an engine that exceeds the 2.5 gram standard in 2003 without paying
an NCP. Caterpillar has a legal right, as described in the consent decree, to use its banked credits as offsets against NCPs for non-
compliant engines produced after December 31, 2002. The EPA has approved the process by which the credits are calculated.

As of March 31, 2003, we expect to produce approximately 25,800 non-conforming medium heavy-duty engines after January 1, 2003,
but we do not expect to pay any NCPs on these engines in 2003 due to our banked credits. We produced and sold 958 heavy-duty
engines in 2002 resulting in 1,230.2 Mg of heavy-duty banked credits. Of the approximately 35,600 non-conforming heavy-duty engines
we expect to build after January 1, 2003, these banked credits are expected to offset the NCPs on approximately 1,100 of these units.

Caterpillar received certification from the EPA in January 2003 for the C9 diesel engine to be used in urban bus applications. This is the
first EPA certification of our new engines equipped with ACERT Technology. We received certification for our second ACERT equipped
model, the C7 in March and this engine will be in production in June of 2003.

We anticipate that our heavy heavy-duty models -- the C13 and C15 (the ACERT versions of the current C-12 and C-15, respectively) --
will be in full production in October and the C11 (the ACERT version of the current C-10) will be in full production in December. Earlier
production models will be shipped beginning in the second quarter of 2003 in line with our OEMs new product introduction schedule. As
a result, we do not anticipate paying NCPs beyond 2003.
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The certification process as defined in the consent decree and regulations is complex, and includes the following:

o The durability of the engine is established through testing to determine if the engine emissions change with time. An
emissions deterioration factor is determined that represents the amount of emission deterioration that would be expected over
the useful life of the engine.

e Anemission data engine is tested according to the regulations. Emission levels are determined on various steady state and
transient tests.

e The results from the two tests are submitted to the EPA in a certification application as proof that the engine meets the
requirements along with additional information and a request that a certificate be granted.

e The EPA reviews the application and if all the regulatory requirements are met, a certificate is issued.

o Ifthe engine exceeds the standard, the EPA issues a certificate for either a banked or an NCP engine. The NCP engine
certificate requires Production Compliance Auditing (PCA) testing.

After receipt of the EPA certificate manufacturing and shipment of the certified engines can begin. Each engine is labeled to indicate
that it is certified.

Our expense for NCPs was $40 million pretax in 2002. This amount was based on levels that we believed the engines would perform
when tested. For 2002, we paid NCPs on 6,195 heavy-duty units and 7,198 medium heavy-duty units, and in 2003 we estimate we will
pay NCPs on 34,500 heavy-duty units. The actual NCP amount will not be known until final testing with the EPA is completed with all
models during 2003. Our estimates of the NCP amounts are based on our knowledge of how each of the engine models is expected to
perform in PCA testing. Caterpillar can make fairly accurate predictions of the emissions profiles of its engines due to its engineering
knowledge, development process, and prior testing of its engines during development. PCA testing on medium heavy-duty engines has
now been completed; PCA testing on heavy heavy-duty engines is on going. Therefore, while PCA testing has not been concluded, we
are confident that our NCP and credit-consumption estimates will be fairly accurate.

As of March 31, 2003 we expect the net unfavorable impact of emission standard changes in 2003 to be $30 million (after tax) or $13
million (after tax) more adverse than in 2002 due to higher shipments of bridge engines. The following table reflects the projected 2003
impact of the emission standard changes:

Full-Year 2003
(Millions of dollars)

Price (Bridge or ACERT Price Increase x Projected Engine Sales) $ 185
Production Cost Increases and Ramp-up Production Costs (82)
NCPs (Projected NCP per Engine x Projected Engine Sales - banked credits) $ (144)
Net Effect PreTax (41)
Tax 11

Net Effect After Tax $ (30)

As an example, we estimate that we will sell 11,000 C-12 engines in 2003 that will be subject to NCPs. We also estimate that the
blended C-12 (there are multiple models of the C-12) NCP per engine will be $5,415. Caterpillar is not required to make any payment to
the EPA for these engines until PCA testing for the engine model has been completed. However, Caterpillar is required to place an
amount equal to its estimated NCPs for engine models for which testing has not been completed into an escrow account on a quarterly
basis. As a result, we will record approximately $144 million pretax expense for NCPs as the bridge engines are produced. Once PCA
testing is completed for an engine model, we will release escrowed funds to the EPA for the NCPs on the tested engines from the
established escrow accounts as well as make future payments to the EPA for the NCPs for tested engines on a quarterly basis.
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As reflected in this table, our projections for 2003 are subject to assumptions regarding projected NCPs, price increases and volumes.
For example, our estimate of NCPs per engine could change from the $3,981 average per heavy-duty engine based on the results of on-
going EPA testing; this testing could impact both the NCP level per engine and the utilization of banked credits. However, we are able to
make fairly accurate predictions of the results of the EPA tests due to our engineering knowledge, development process and internal
testing during development. Our net price increase for heavy-duty bridge engines was successfully implemented on October 1, 2002;
this increase was competitive with price increases implemented by other engine manufacturers on that date. We implemented an
additional price increase in the first quarter 2003 to truck manufacturers that purchase our heavy-duty ACERT engines. This increase
has been communicated to the truck manufacturers and is based on the additional value that we expect truck owners to receive from
ACERT engines compared to our competitors as a result of better fuel economy, less maintenance and greater durability. The ultimate
net price increase we are able to achieve for our ACERT engines is dependent upon marketplace acceptance of these engines versus
competitive alternatives. While we estimate volume to the best of our ability, industry volume is an issue out of our control.

In addition to the above, the consent decree required Caterpillar to pay a fine of $25 million, which was expensed in 1998 and to make
investments totaling $35 million in environmental-related products by July 7, 2007. Total qualifying investments to date for these
projects are $24 million, of which $3 million was made in the first quarter of 2003. A future benefit is expected to be realized from these
environmental projects related to Caterpillar's ability to capitalize on the technologies it developed in complying with its environmental
project obligations. In short, Caterpillar expects to receive a positive net return on the environmental projects by being able to market
the technology it developed.

We will revise our disclosures in future filings accordingly if the actual NCP amount in 2003 varies materially from our projections, if the
market unexpectedly will not bear the planned price increase or if our estimated volumes prove to have been materially too conservative
or optimistic.

We are a party to litigation matters and claims that are normal in the course of its operations, and, while the results of such litigation and
claims cannot be predicted with certainty, management believes, based on the advice of counsel, the final outcome of such matters will
not have a materially adverse effect on our consolidated financial position.

On January 16, 2002, Caterpillar commenced an action in the Circuit Court of the Tenth Judicial Circuit of lllinois in Peoria, lllinois
against Navistar International Transportation Corporation and International Truck and Engine Corporation (collectively Navistar). The
lawsuit arises out of a long-term purchase contract between Caterpillar and Navistar effective May 31, 1988, as amended from time to
time (the Purchase Agreement). The lawsuit alleges that Navistar breached its contractual obligations by: (i) paying Caterpillar $8.08
less per fuel injector than the agreed upon price for new unit injectors delivered by Caterpillar; (ii) refusing to pay contractually agreed
upon surcharges owed as a result of Navistar ordering less than planned volumes of replacement unit injectors; and (iii) refusing to pay
contractually agreed upon interest stemming from Navistar's late payments. Caterpillar seeks a declaratory judgment upholding the
contract and more than $100 million in damages arising from Navistar's alleged breach of contract. On January 22, 2003, Caterpillar
filed its First Amended Complaint to add four new defendants -- Franklin Power Products, Inc., Newstream Enterprises, Sturman
Industries, Inc., and Sturman Engine Systems, Inc. The Amended Complaint alleges that Franklin and Newstream failed to pay the
contract price for shipments of unit injectors; Caterpillar seeks damages of approximately $2 million and $5 million from each defendant
respectively. With respect to Sturman Industries, Inc. and Sturman Engine Systems, Inc., the Amended Complaint alleges that the two
companies colluded with International to utilize technology that Sturman misappropriated from Caterpillar to help Navistar develop its G2
fuel system. The Amended Complaint further alleges that the two parties' collusion led Navistar to select Sturman Engine Systems, Inc.
and another company, instead of Caterpillar, to develop and manufacture the G2 fuel system. At March 31, 2003, the past due
receivable from Navistar related to this case was $111 million.

On May 7, 2002 International Truck and Engine Corporation (International) commenced an action against Caterpillar in the Circuit Court
of DuPage County, lllinois that alleges Caterpillar breached various aspects of a long-term agreement term sheet. In its fourth amended
complaint, International seeks a declaration from the court that the term sheet constitutes a legally binding contract for the sale of heavy-
duty engines at specified prices through the end of 2006, alleges that Caterpillar breached the term sheet by raising certain prices
effective October 1, 2002, and also alleges that Caterpillar breached an obligation to negotiate a comprehensive long-term agreement
referenced in the term sheet. International further claims that Caterpillar improperly restricted the supply of heavy-duty engines to
International from June through September 2002, and claims that Caterpillar made certain fraudulent misrepresentations with respect to
the availability of engines during this time period. International seeks damages "in an amount to be determined at trial" and injunctive
relief. Caterpillar filed an answer denying International's claims and has filed a counterclaim seeking a declaration that the term sheet
has been effectively terminated. Caterpillar denies International's claims and will vigorously contest them. This matter is not related to
the breach of contract action brought by Caterpillar against Navistar currently pending in the Circuit Court of Peoria County, lllinois.
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4.

New Accounting Pronouncements

In August 2001, the Financial Accounting Standards Board issued Statement of Financial Accounting Standards No. 143 (SFAS 143),
"Accounting for Asset Retirement Obligations." SFAS 143 addresses financial accounting and reporting for obligations associated with
the retirement of tangible, long-lived assets and the associated asset retirement costs. This Statement requires that the fair value of a
liability for an asset retirement obligation be recognized in the period in which it is incurred by capitalizing it as part of the carrying
amount of the long-lived assets. As required by SFAS 143, we adopted this new accounting standard on January 1, 2003. The adoption
of SFAS 143 did not have any impact on our financial statements.

In November 2002, the Financial Accounting Standards Board issued FASB Interpretation No. 45 (FIN 45), "Guarantor's Accounting and
Disclosure Requirements for Guarantees, Including Indirect Guarantees of Indebtedness of Others." FIN 45 elaborates on the
disclosures to be made by a guarantor about its obligations under certain guarantees. It also clarifies that a guarantor is required to
recognize, at the inception of a guarantee, a liability for the fair value of the obligation undertaken in issuing the guarantee. As required
by FIN 45, on January 1, 2003, we adopted the initial recognition and measurement provisions on a prospective basis for guarantees
issued or modified after December 31, 2002. The adoption of the recognition/measurement provisions did not have any impact on our
financial statements.

In January 2003, the FASB issued Interpretation No. 46 (FIN 46), "Consolidation of Variable Interest Entities - an Interpretation of ARB
No. 51." FIN 46 addresses consolidation by business enterprises of variable interest entities that have certain characteristics.
Transferors to qualifying special-purpose entities and "grandfathered” qualifying special-purpose entities subject to the reporting
requirements of SFAS 140, "Accounting for Transfers and Servicing of Financial Assets and Extinguishments of Liabilities," are excluded
from the scope of FIN 46. FIN 46 is applicable immediately to variable interest entities created or obtained after January 31, 2003 (none
created or obtained in the first quarter of 2003). For variable interest entities, which we acquired before February 1, 2003, FIN 46 is
applicable to us as of July 1, 2003. All of our variable interest entities are qualified special purpose entities, which are excluded from the
requirements of FIN 46. We do not believe that the adoption of FIN 46, effective July 1, 2003 for entities acquired before February 1,
2003, will have a material impact on our financial statements.

Inventories

Inventories (principally "last-in, first-out" method) comprise the following:

(Millions of dollars) March 31, December 31,
2003 2002
RaW MALEAlS..........oveceeeecee ettt $ 1,064 $ 806
WOPK-IN-PrOCESS ....cvvrveiereeeieiet ittt 296 316
FINISNEA GOOUS ..ot 1,518 1,454
SUPPHIES ... 186 187
Total INVENTOMIES ... $ 3,064 $ 2,763

We had long-term material purchase obligations of approximately $361 million at March 31, 2003.

Intangible Assets and Goodwill

As of March 31, 2003, total intangible assets were $279 million. This included $189 million of pension-related intangible assets. The
remaining $90 million represents the net carrying value of intellectual property. The gross carrying amount of the intellectual property
was $139 million with accumulated amortization of $49 million. Amortization expense for the three months ended March 31, 2003 was
$3 million. Amortization expense related to intangible assets is expected to be:

(Millions of dollars)

2003 2004 2005 2006 2007 Thereafter

$ 16 $ 15 $ 14 $ 12 $ 8 $ 25

During the three months ended March 31, 2003, no goodwill was acquired, impaired or disposed.
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Unconsolidated Affiliated Companies

Our investment in affiliated companies accounted for by the equity method consists primarily of a 50% interest in Shin Caterpillar
Mitsubishi Ltd. in Japan. Combined financial information of the unconsolidated affiliated companies accounted for using the equity
method (generally on a three month lag, e.g., SCM results reflect the periods ending December 31) was as follows:

Results of Operation

Three Months Ended
March 31, March 31,
(Millions of dollars) 2003 2002
SAIES.....ooocvveeiese e $ 713 $ 650
COSt OF SAIES.......ceeveeeeee s 569 513
GIOSS PIOfit.....vecvecveciecicieie ettt $ 144 $ 137
PrOfit (I0SS) ....vvvveearrecisersciessiirss s $ 8 $ (8)
Caterpillar's profit (I0SS) .......cccceueviieiiieicisiecsseeeee e $ 4 $ (5)
Financial Position
March 31, December 31,

(Millions of dollars) 2003 2002
Assets:

CUITENE @SSEES ...t $ 1,475 $ 1,389

Property, plant and equipment - net ..o 1,095 1,209

Other @SSBLS ..o 341 493

2,911 3,091

Liabilities:

Current laDIlIIES .....eveeeeeeeeeceeee e 1,247 1,117

Long-term debt due after one year ..., 474 808

Other IADIIHIES .......cvvevievceeeeeeieeee et 269 249

1,990 2,174

OWNETSAID .ot $ 921 $ 917
Caterpillar's investment in unconsolidated affiliated companies

Investment in equity method companies ..........c.cccoeeveeerverennnne. $ 460 $ 437

Plus: Investment in cost method companies ............ccceevvevvierennns 332 310

Total investment in unconsolidated affiliated companies............... $ 792 $ 747
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8. Segment Information

Caterpillar is organized based on a decentralized structure that has established accountabilities to continually improve business focus
and increase our ability to react quickly to changes in both the global business cycle and competitors' actions. Our current structure
uses a product, geographic matrix organization comprised of multiple profit center and service center divisions.

We have developed an internal measurement system, which is not based on generally accepted accounting principles (GAAP), that is
intended to motivate desired behavior and drive performance rather than measure a division's contribution to enterprise results. It is the
comparison of actual results to budgeted results that makes our internal reporting valuable to management. Consequently, we believe
that segment disclosure based on Statement of Financial Accounting Standards No. 131 (SFAS 131) "Disclosures about Segments of
an Enterprise and Related Information" has limited value to our external readers. As a result, in addition to the required SFAS 131
compliant segment information presented below, we are continuing to disclose GAAP-based financial results for our three lines of
business (Machinery, Engines, and Financial Products) in our Management's Discussion and Analysis beginning on page 18.

Business Segments
Three Months Ended March 31,

(Millions of dollars)

Machinery and Engines Financing
2003 Asial Construction Latin North &
Pacific & Mining EAME America Power America All Insurance = Consolidated
Marketing Products Marketing = Marketing = Products = Marketing  Other Total Services Total
External sales and revenues..... $ 458 $ 5 $ 687 $ 254§ 1294 § 1340 $§ 332§ 4415 § 475§ 4,890
Intersegment sales & revenues. 1 1,650 517 53 1,197 33 403 3,854 0 3,854
Total sales and revenues .......... $ 459 § 1,700 § 1,204 $ 307 § 2491 § 1373 § 735§ 8269 § 475 § 8,744
Accountable profit (10Ss)........... $ 36 $ 90 $ 46 3 M's$ (1200 $ 2008 9% 162$ 69 $ 231
Accountable assets at
March 31, 2008..........cccceenee. $ 514 § 2217 ' $ 1,103 § 488 § 3665 $§ 1821 § 2258 § 12,066 § 17,704 § 29,770
Machinery and Engines Financing
2002 Asial Construction Latin North &
Pacific & Mining EAME America Power America All Insurance = Consolidated
Marketing Products Marketing  Marketing  Products = Marketing  Other Total Services Total
External sales and revenues...... $ 350 $ 319 592 § 325 § 1181 § 1274 § 260 § 4,013 $ 414 § 4,427
Intersegment sales & revenues. 1 1,615 461 57 1,129 35 367 3,665 0 3,665
Total sales and revenues .......... $ 351§ 1646 $§ 1,053 $ 382 $§ 2310 § 1309 $§ 627§ 7,678 $ 414§ 8,092
Accountable profit (0ss)............ $ 1§ 10 $ 14§ 139 (129) $ 0% 428 (39) % 83 § 44
Accountable assets at
December 31, 2002............... $ 436 $ 2214 § 991 § 470 § 3757 § 1574 § 2297 § 11739 § 17417 § 29,156
Reconciliation of Sales & Revenues:
Machinery Financing & Consolidating Consolidated
(Millions of dollars) and Engines Insurance Services Adjustments Total
Three Months Ended March 31, 2003:
Total external sales and revenues from business segments..  $ 4415 $ 475 $ : $ 4800
9 (35) (43) (69)
S 442 $ 440 3 (43) S 4821
Three Months Ended March 31, 2002:
Total external sales and revenues from business segments..  $ 4013 $ 414 $ ) $ 4407
Y s 31 (12) (37) (18)
Total sales and rEVENUES ............cc.eveervrrieeeiissisesiessisenens $ 4044 $ 402 $ (37) $ 4409
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Reconciliation of Profit Before Taxes:

Machinery and Financing & Consolidated
(Millions of dollars) Engines Insurance Services Total
Three Months Ended March 31, 2003:
Total accountable profit from business segments..........cccocovverrevrivennns $ 162 $ 69 231
COrPOTAte COSES ... vueucercerrireisrereeseesee ettt (23) - (23)
Methodology differences:
INVENtOry/Cost OF SAIES.............evveeceeeecreeeereeeeeeeeeveeee e (121) (121)
Postretirement benefit Xpense...........c..oovvvvecveerereeerenrvreneronne. (43) (43)
FINANCING COSES......vvuvvecveerieceiceesessie s eeees 93 - 93
Other methodology differenCes ............ooevveeeveeeerevereerrereneriens 16 " 27
OHNET ..o 10 - 10
Total profit DEfOre taxes ..........coevvecveeceeeereeeeieeeeee s $ 94 $ 80 174
Three Months Ended March 31, 2002:
Total accountable profit from business segments..........c.ccoeovevrereenee $ (39) $ 83 44
COTPOTAtE COSES ... vvurvurerrererieereeseceeeseeseesee et sssssesnans (3) (3)
Methodology differences:
Inventory/cost Of SAIES.........c.vrrerrereerrire s (137) (137)
Postretirement benefit eXpense..........occoevevvcvievcreveiecereena. 16 - 16
FINANCING COSES.....vurvirririieeieireie e 75 - 75
Other methodology differences ..........ccoewvvreereereireneeneereereennens 112 7 119
] TP 7 - 7
Total profit DEfOre taxes ..........cocvvecveeeveeereereieeeees e $ 31 $ 90 121
Reconciliation of Assets:
Machinery Financing & Consolidating Consolidated
(Millions of dollars) and Engines Insurance Services Adjustments Total
March 31, 2003:
Total accountable assets from business segments $ 12,066 $ 17,704 $ $ 29,770
Items not included in segment assets:
Cash and short-term investments...........c.ccocvvene. 179 148 - 327
Intercompany trade receivables............c.cccvvrrennen. 398 297 (695) -
Investment in affiliated companies............cccevueee. 308 - - 308
Investment in Financial Products............cccccceuen.. 2,060 - (2,060) -
Deferred income taxes and prepaids 2,825 102 (132) 2,795
Intangible assets and other assets 1,879 - - 1,879
Service center assets ..o 776 776
Dealer receivables double counted in segment assets.... (1,965) - - (1,965)
Liabilities included in segment assets..........ccccocvevereunee. 776 776
Inventory methodology differences ..........ccccovovevvereneenee (1,572) - - (1,572)
Other ..o 239 216 (1) 444
Total @SSELS.....vvuevreereiererereieenae $ 17,969 $ 18,467 $ (2,898) $ 33,538
December 31, 2002:
Total accountable assets from business segments $ 11,739 $ 17,417 $ - $ 29,156
Items not included in segment assets:
Cash and short-term investments...........c.ccccoceeeee. 146 163 - 309
Intercompany trade receivables............c.ccccvrriunenee 917 343 (1,260) -
Investment in affiliated companies...........ccccovuennee 283 - - 283
Investment in Financial Products............cccoeveueee 1,961 - (1,961) -
Deferred income taxes and prepaids 2,802 75 (133) 2,744
Intangible assets and other assets 1,541 - - 1,541
Service Center assets ........oovreecreeineineieineen 810 - 810
Dealer receivables double counted in segment assets.... (1,857) - (1,857)
Liabilities included in segment assets..........ccccocvereeennen. 848 - 848
Inventory methodology differences ..........c.coooeverininence (1,590) - - (1,590)
Other ..o 493 149 (35) 607
Total @SSELS.....vvuvreerceerieierriereeeeinne $ 18,093 $ 18,147 $ (3,389) $ 32,851
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Available-For-Sale Securities

Caterpillar Insurance and Caterpillar Investment Management, Ltd. had investments in certain debt and equity securities at March 31,
2003 that have been classified as available-for-sale in accordance with Statement of Financial Accounting Standards No. 115 (SFAS
115) and recorded at fair value based upon quoted market prices. These fair values are included in "Other Assets" in the Statement of
Financial Position. Unrealized gains and losses arising from the revaluation of available-for-sale securities are included, net of
applicable deferred income taxes, in equity ("Accumulated other comprehensive income" in the Statement of Financial Position).
Realized gains and losses on sales of investments are determined using the specific identification method for debt instruments and the
FIFO method for equity securities. Realized gains and losses are included in "Other income (expense)" in the Statement of Results of
Operations.

March 31, 2003

Unrealized

Pretax Net
(Millions of dollars) Cost Basis Gains (Losses) Fair Value
Government debt..........ccvvvveireeceeie e $ 91 $ 1 $ 92
Corporate bonds..........ccccveeveveicerieeecee e, 248 3 251
Equity securities 218 (60) 158
Tt et $ 557 $ (56) $ 501

December 31, 2002

Unrealized

Pretax Net
(Millions of dollars) Cost Basis Gains (Losses) Fair Value
Government debt.........cccveveviereeeeeeee e $ 89 $ - $ 89
Corporate bonds..........ccevereririenineneeesee e 208 1 209
EQUity SECUMEIES ...cvovvvreceecccccc s 220 (51) 169
o] T $ 517 $ (50) $ 467

The fair value of the available-for-sale debt securities at March 31, 2003, by contractual maturity, is shown below. Expected
maturities will differ from contractual maturities because borrowers may have the right to call or prepay obligations.

(Millions of dollars) Fair Value
DUE IN ONE YBAI OF IESS..... ettt $ 18
Due after one year through five years $ 166
Due after five years through ten years $ 27
DUE GBI tBN YBATS .......veveceececce ettt $ 132

Proceeds from sales of investments in debt and equity securities during the three months ended March 31, 2003 were $27 million.
However, there were no realized gains or losses related to these sales included in current earnings for the three months ended March
31, 2003.

We recognized a $1 million pretax charge for the three months ended March 31, 2003, in accordance with the application of SFAS
115 for "other than temporary" declines in the market value of securities in the Cat Insurance investment portfolio. This charge was
accounted for as a realized loss and was included in "Other income (expense)" in the Statement of Results of Operations. The cost
basis of the impacted securities was adjusted to reflect this charge.
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10. Derivative Instruments and Hedging Activities

Our earnings and cash flow are subject to fluctuations due to changes in foreign currency exchange rates, interest rates and
commodity prices. Our "Risk Management Policy" (Policy) allows for the use of derivative financial instruments to prudently
manage foreign currency exchange rate, interest rate and commodity price exposure. Our derivative activities are subject to
the management, direction and control of our Financial Officers. Risk management practices, including the use of financial
derivative instruments, are presented to the Audit Committee of the Board of Directors at least annually.

Foreign Currency Exchange Rate Risk

Foreign currency exchange rate movements create a degree of risk by affecting the U.S. dollar value of sales made and
costs incurred in foreign currencies. Movements in foreign currency rates also affect our competitive position as these
changes may affect business practices and/or pricing strategies of non-U.S. based competitors. Additionally, we have
balance sheet positions denominated in foreign currency, thereby creating exposure to movements in exchange rates.

Our Machinery and Engines operations purchase, manufacture and sell products in many locations around the world. As we
have a diversified revenue and cost base, we manage our future foreign currency cash flow exposure on a net basis. We use
foreign currency forward and option contracts to manage unmatched foreign currency cash inflow and outflow. Our objective
is to minimize the risk of exchange rate movements that would reduce the U.S. dollar value of our foreign currency cash flow.
Our Policy allows for managing anticipated foreign currency cash flow for up to four years.

We generally designate as cash flow hedges at inception of the contract any Australian dollar, Brazilian real, British pound,
Canadian dollar, euro, Japanese yen, Mexican peso or Singapore dollar forward or option contracts that exceed 90 days in
duration. Designation is performed on a specific exposure basis to support hedge accounting. The remainder of Machinery
and Engines foreign currency contracts is undesignated. Gains of $3 million and $0.6 million on the undesignated contracts
were recorded in current earnings ("Other income (expense)" in the Statement of Results of Operations) for the three months
ended March 31, 2003, and March 31, 2002, respectively. Gains of $0.1 million and losses of $0.3 million due to changes in
time value on options were excluded from effectiveness calculations and included in current earnings ("Other income
(expense)") for the three months ended March 31, 2003, and March 31, 2002, respectively. As of March 31, 2003, $4 million
of deferred net gains included in equity ("Accumulated other comprehensive income" in the Statement of Financial Position)
is expected to be reclassified to current earnings ("Other income (expense)") over the next twelve months. There were no
circumstances where hedge treatment was discontinued during the three months ended March 31, 2003.

In managing foreign currency risk for our Financial Products operations, our objective is to minimize earnings volatility
resulting from conversion and the remeasurement of net foreign currency balance sheet positions. Our Policy allows the use
of foreign currency forward contracts to offset the risk of currency mismatch between our receivable and debt portfolio. Al
such foreign currency forward contracts are undesignated. "Other income (expense)" included gains/(losses) of ($30 million)
and $15 million for the three months ended March 31, 2003 and March 31, 2002, respectively, on the undesignated
contracts, substantially offset by balance sheet remeasurement and conversion gains and losses.

Interest Rate Risk

Interest rate movements create a degree of risk by affecting the amount of our interest payments and the value of our fixed
rate debt. Our Policy is to use interest rate swap agreements and forward rate agreements to manage our exposure to
interest rate changes and lower the cost of borrowed funds.
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Our Machinery and Engines operations generally use fixed rate debt as a source of funding. Our objective is to minimize the
cost of borrowed funds. Our Policy allows us to enter fixed-to-floating interest rate swaps and forward rate agreements to
meet that objective with the intent to designate as fair value hedges at inception of the contract all fixed-to-floating interest
rate swaps. Designation as a hedge of the fair value of our fixed rate debt is performed to support hedge accounting. During
2001, our Machinery and Engines operations liquidated all fixed-to-floating interest rate swaps. Deferred gains on these
liquidated fixed-to-floating interest rate swaps, which were previously designated as fair value hedges, are being amortized
to earnings ratably over the remaining life of the hedged debt. Gains of $2 million on the liquidated swaps were amortized to
current earnings ("Other income (expense)") for the three months ended March 31, 2003 and March 31, 2002. We designate
as cash flow hedges at inception of the contract all forward rate agreements. Designation as a hedge of the anticipated
issuance of debt is performed to support hedge accounting. Machinery and Engines forward rate agreements are 100%
effective. As of March 31, 2003, $4 million of deferred net losses included in equity ("Accumulated other comprehensive
income") is expected to be reclassified to current earnings ("Other income (expense)") over the next twelve months. The
reclassification of the remaining deferred amount to current earnings ("Other income (expense)") will occur over a maximum
of thirty years. There were no circumstances where hedge treatment was discontinued during the three months ended March
31, 2003.

Our Financial Products operations have a "match funding" objective whereby, within specified boundaries, the interest rate
profile (fixed rate or floating rate) of their debt portfolio matches the interest rate profile of their receivable, or asset portfolio.
In connection with that objective, we use interest rate derivative instruments to modify the debt structure to match the
receivable portfolio. This "match funding" reduces the risk of deteriorating margins between interest-bearing assets and
interest-bearing liabilities, regardless of which direction interest rates move. We also use these instruments to gain an
economic and/or competitive advantage through lower cost of borrowed funds. This is accomplished by changing the
characteristics of existing debt instruments or entering into new agreements in combination with the issuance of new debt.

Our Policy allows us to issue fixed-to-floating, floating-to-fixed, and floating-to-floating interest rate swaps to meet the "match
funding" objective. We designate as fair value hedges at inception of the contract all fixed-to-floating interest rate swaps.
Designation as a hedge of the fair value of our fixed rate debt is performed to support hedge accounting. As Financial
Products fixed-to-floating interest rate swaps are 100% effective, gains on designated interest rate derivatives of $61 million
and $34 million were offset completely by losses on hedged debt of $61 million and $34 million in current earnings ("Other
income (expense)"’) for the three months ended March 31, 2003, and March 31, 2002, respectively. During the second
quarter of 2002, our Financial Products operations liquidated four fixed-to-floating interest rate swaps. Deferred gains on
these liquidated fixed-to-floating interest rate swaps, which were previously designated as fair value hedges, are being
amortized to earnings ratably over the remaining life of the hedged debt. Gains of $1 million on the liquidated swaps were
amortized to current eamnings ("Interest expense of Financial Products") for the three months ended March 31, 2003. No
gains were amortized to current eamnings for the three months ended March 31, 2002. Financial Products' policy is to
designate as cash flow hedges at inception of the contract most floating-to-fixed interest rate swaps. Designation as a hedge
of the variability of cash flow is performed to support hedge accounting. Gains of $0.1 million and $0.3 million due to
ineffectiveness on floating-to-fixed interest rate swaps were included in current earnings ("Other income (expense)") for the
three months ended March 31, 2003, and March 31, 2002, respectively. As of March 31, 2003, $25 million of deferred net
losses included in equity ("Accumulated other comprehensive income") is expected to be reclassified to current earnings
("Interest expense of Financial Products") over the next twelve months. As of March 31, 2002, $21 million of deferred net
losses was expected to be reclassified to current earnings. There were no circumstances where hedge treatment was
discontinued during the three months ended March 31, 2003.

Commodity Price Risk
Commodity price movements create a degree of risk by affecting the price we must pay for certain raw material. Our policy is
to use commodity forward and option contracts to manage the commodity risk and reduce the cost of purchased materials.

Our Machinery and Engines operations purchase aluminum, copper and nickel embedded in the components we purchase
from suppliers. Our suppliers pass on to us price changes in the commodity portion of the component cost.

Our objective is to minimize volatility in the price of these commodities. Our policy allows us to enter commodity forward and
option contracts to lock in the purchase price of the commodities within a four-year horizon. All such commaodity forward and
option contracts are undesignated. Gains on the undesignated contracts of $1 million and $5 million were recorded in current
earnings ("Other income (expense)") for the three months ended March 31, 2003, and March 31, 2002, respectively.
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1.

12.

Guarantees and product warranty

We have guaranteed to repurchase loans of certain Caterpillar dealers from the Dealer Capital Asset Trust (DCAT) in the
event of default. These guarantees arose in conjunction with Cat Financial's relationship with third party dealers who sell
Caterpillar equipment. These guarantees have terms ranging from one to four years and are secured primarily by dealer assets.
At March 31, 2003, the total amount outstanding under these guarantees was $338 million and the related book value was zero,
as no guarantees were issued or modified subsequent to December 31, 2002.

Our product warranty liability is determined by applying historical claim rate experience to the current field population and dealer
inventory. Generally, historical claim rates are developed using a 12-month rolling average of actual warranty payments. These
rates are applied to the field population and dealer inventory to determine the liability.

March 31, December 31,
(Millions of dollars) 2003 2002
Warranty liability, JANUAIY 1 ............coooveeeeeeeecececeece et $ 693 $ 652
PAYMENES ......coiviiecte ettt bbb bbb (17) (494)
Provision for Warranty .............ccccevieueiniceieereeeeee e 129 535
Ending Warranty liability .............cccoeeeiireieiieineeiececs e $ 705 $ 693
Computations of Profit Per Share
Three Months Ended
March 31,
(Dollars in millions except per share data) 2003 2002
. Profit for the PEriod (A): ...t $ 129 $ 80
[l.  Determination of shares (millions):
Weighted average number of common shares outstanding (B) ...........cccoereerinenee 344.3 343.6
Shares issuable on exercise of stock options, net of shares assumed to be
purchased out of proceeds at average market price ..........cooeveveenenennenennenn 25 4.1
Average common shares outstanding for fully diluted computation (C)................... 346.8 347.7
lll.  Profit per share of common stock:
AsSUMING NO QIULON (A/B)....eovvceeeececeeeevee ettt $ 037 $ 023
AssUMING TUll AIIULION (A/C)......vveeeeeceeeeeeeee et $ 037 $ 023
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Item 2. Management's Discussion and Analysis of Financial Condition and Results of Operations

A. Consolidated Results of Operations

THREE MONTHS ENDED MARCH 31, 2003 COMPARED WITH THREE MONTHS ENDED MARCH 31, 2002

First-quarter 2003 sales and revenues were $4.82 billion compared to $4.41 billion in the first quarter of 2002. The 9 percent increase
was due to approximately $200 million improvement in price realization, two-thirds of which was attributable to the favorable impact of
currency. In addition, we experienced some higher volume in truck engines and machines. Price realization is defined as the net impact
of price changes, sales variances and currency fluctuations on sales. Sales variances include items such as warranty, special retail and
wholesale incentive programs, and manufacturer and cash discounts.

Profit for first quarter 2003 was $129 million compared to $80 million in the first quarter of 2002. Favorable profit impacts included
improved operational efficiencies of approximately $70 million, better price realization (excluding currency and on-highway truck and bus
engines) of about $40 million, lower research and development expenses of about $25 million and the favorable profit impact of higher
sales volume (net of unfavorable sales mix) of approximately $20 million. Offsetting these items were about $50 million in higher retiree
pension, health care and related benefit costs and the net unfavorable impact of currency of $20 million. In addition, the changes in
emission standards for on-highway truck and bus engines in North America resulted in a net unfavorable impact of approximately $20
million. The impact of changes in emission standards include nonconformance penalties, product cost increases and ramp-up
production costs partially offset by price increases on these engines.

MACHINERY AND ENGINES

Sales
(Millions of dollars)

North Latin Asial
Total America EAME * America** Pacific
Three Months Ended March 31, 2003
MECHINEIY......vveovvecvieeeeeeeieeseeee e $ 293% § 1532 § 787 § 183  § 433
ENgINES™ ™ ... 1,489 676 494 123 196

$ 4424  § 2208 § 1,281 $ 306 § 629

Three Months Ended March 31, 2002
MaChINEIY........couieeeeveceeeee e 2,671 $ 1479 § 663 $ 219  §$ 310
Engines*** 1,373 614 418 146 195
4044  § 2093 § 1,081 $ 365 § 505

Europe, Africa & Middle East and Commonwealth of Independent States

Latin America includes Mexico
Does not include internal engine transfers of $321 and $309 in 2003 and 2002, respectively. Internal engine transfers are valued at prices comparable to
those for unrelated parties.

*kk

Refer to table on page 19 for reconciliation of Machinery and Engine Sales by Geographic Region to External Sales by Marketing Segment.

Machinery sales were $2.94 billion, an increase of $264 million or 10 percent from first quarter 2002. Sales volume was up 6 percent,
the favorable impact of currency was 3 percent and improved price realization (excluding currency) was about 1 percent. Sales gains in
North America, EAME and Asia/Pacific more than offset lower sales in Latin America. Sales in North America increased due to higher
dealer retail sales to the heavy and general construction sectors and increased deliveries of machines to dealer rental operations. Sales
increased in EAME due to the favorable effects of currency. Sales gains in Asia/Pacific were mainly due to higher retail demand and
dealer inventory growth. Sales declined in Latin America due to reductions in dealer inventory.

Engine sales were $1.49 billion, an increase of $116 million or 8 percent from first quarter 2002. The favorable impact of currency was

4 percent, price realization (excluding currency) was about 3 percent and sales volume was up about 1 percent. First-quarter 2003
engine sales volume was up primarily due to an increase in North American heavy-duty truck engines.
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Operating Profit (Loss)
(Millions of Dollars)

Three Months Ended
March 31, March 31,
2003 2002
MACKINETY ..o $ 217 $ 121
ENQINES et (51) (14)
$ 166 $ 107

Caterpillar operations are highly integrated; therefore, we use a number of allocations to determine lines of business operating profit.

Machinery operating profit increased 79 percent, or $96 million, from first quarter 2002. Favorable sales volume, improved price
realization (excluding the impact of currency) and improved operating efficiencies were partially offset by the net unfavorable impact of
currency and higher retiree pension, health care and related benefit costs.

Engine operating profit was $37 million lower than first quarter 2002 as improved operating efficiencies were more than offset by the
profit impacts of changes in emission standards for on-highway truck and bus engines in North America (no impact in first quarter 2002),
unfavorable sales mix and higher retiree pension, health care and related benefit costs.

Reconciliation of Machinery and Engine Sales by Geographic Region to External Sales by Marketing Segment

Three months ended

(Millions of Dollars) March 31, March 31,
2003 2002

North American Geographic REGION. .........c.cvucviviiieieiseie st $ 2,208 $ 2,093
Engine sales included in the Power Products Segment ... (676) (616)
Company owned dealer sales included in the All Other segment (75) (78)
Other* (117 (125)
North American Marketing external sales $ 1,340 $ 1,274
EAME Geographic Region $ 1,281 $ 1,081
Power Products sales not included in the EAME Marketing segment.............ccocoenininnncnnsincneene (404) (348)
OBNBI .-ttt es e (190) (141)
EAME Marketing €Xternal SAIES ........c..ccvevveveeiecieeeeieeee sttt $ 687 $ 592
Latin America GEographic REGION.............ccvcvecueieeieeeeeicsessesees st sss s $ 306 $ 365
Power Products sales not included in the Latin America Marketing segment...........ccccoovneenvinininnne (102) (101)
Other* 50 61
Latin America Marketing external sales $ 254 $ 325
Asia/Pacific GEOGraphiC REGION .........cc.ucveiriieicieeiiee et eses $ 629 $ 505
Power Products sales not included in the Asia/Pacific Marketing segment.... (112) (116)
OBNBI ..ttt (59) (39)
Asia/Pacific Marketing eXtErNal SAIES ...........c.evvieuriieiesiesiesie et sses $ 458 $ 350

* Represents primarily external sales of the Construction and Mining Products and the All Other segments.

FINANCIAL PRODUCTS

This line of business consists primarily of Caterpillar Financial Services Corporation (Cat Financial), Caterpillar Insurance Holdings Inc.
(Cat Insurance) and their subsidiaries. Cat Financial provides a wide range of financing alternatives for Caterpillar machinery and
engines, Solar® gas turbines, as well as other equipment and marine vessels. Cat Financial also extends loans to customers and
dealers. Cat Insurance provides various forms of insurance to customers and dealers to help support the purchase and lease of our
equipment.

Financial Products revenues for the first quarter were $440 million, up $38 million or 9 percent compared with first quarter 2002. The
favorable impact of approximately $63 million due to the continued portfolio growth of finance receivables and leases at Cat Financial
was partially offset by the approximately $30 million impact of lower interest rates on finance receivables.
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Operating profit for Financial Products was $80 million, up $4 million or 5 percent from first quarter 2002. The larger portfolio at Cat
Financial favorably impacted profit by about $15 million, but was partially offset by a $10 million unfavorable impact of a decreased
spread between receivable and debt rates.

INCOME TAXES
First-quarter tax expense reflects an estimated annual tax rate of 28 percent for 2003 and 30 percent for 2002 resulting from a change in
the geographic mix of profits.

UNCONSOLIDATED AFFILIATED COMPANIES
The company's share of unconsolidated affiliated companies' profits increased $9 million from first quarter a year ago, due in part to
improved profitability of Shin Caterpillar Mitsubishi Ltd. resulting from improved export business into the Asia/Pacific region.

SUPPLEMENTAL INFORMATION

We are providing supplemental information including sales to users and dealer inventory levels. We sell our machines and engines to
dealers to meet the demands of their customers, the end users. Due to time lags between our sales to dealers and dealer sales to users
we believe this information will help readers better understand our business.

Dealer Machine Sales to End Users and Deliveries to Dealer Rental Operations

Worldwide dealer sales (including both sales to end users and deliveries to dealer rental operations) were up 3 percent. This increase
was achieved in the face of generally weak business conditions due primarily to relatively slow economic growth and continued
geopolitical uncertainty.

Dealer sales in North America increased 6 percent from first quarter 2002. Sales benefited from a 27 percent growth in deliveries of
machines to dealer rental operations. Sales increased in both the United States, up 2 percent, and Canada, up 37 percent. For the
region, heavy construction sales were up 17 percent due to continued strong sales to highway construction and higher sales to sewer
and water projects. Sales also increased to the general construction sector, up 14 percent, due to increased housing construction, which
benefited from lower mortgage rates. Rising demand and improved cash flow for building material suppliers led to increased sales to
quarry and aggregates, up 16 percent, and forestry, up 19 percent. Mining sales fell 34 percent, resulting from further sharp cutbacks in
equipment purchases by coal mining companies.

Dealer sales in EAME declined 6 percent from 2002 due to 14 percent lower sales in Europe. Business conditions in Europe remained
weak due to slow economic growth and uncertainty regarding the armed conflict in Irag. Sales in the CIS increased sharply due to
increased demand in general construction and mining sectors. Sales were 2 percent higher in Africa and the Middle East due largely to
increased machine demand in South Africa.

In Asia/Pacific, dealer sales increased 7 percent due to continued strong sales in China, principally supported by road construction. For
the region, sales were 10 percent higher in the heavy construction sector. Sales were also higher to the general construction sector, up
80 percent and the forestry sector also experienced strong growth. Sales also increased to the quarry and aggregates sector, up 30
percent; and the industrial sector, up 46 percent. Mining sales declined 27 percent due to a slowdown in equipment purchases by metal
and coal mining companies.

Dealer sales in Latin America increased 11 percent primarily due to a major road-building project in Mexico, a major purchase by the
government of Peru and several mining projects throughout the region. Beyond these projects, general business conditions remained
weak especially in Brazil and Venezuela.

Dealer Inventories of New Machines

Worldwide dealer new machine inventories at the end of the first quarter were higher than a year ago. Lower inventory in Latin America
was more than offset by higher inventories in North America, EAME and Asia/Pacific. Inventories compared to current selling rates were
lower than year-earlier levels in EAME, Asia/Pacific and Latin America and higher in North America compared to year-earlier levels.

Engine Sales to End Users and OEMs

Worldwide engine sales to end users and OEMs in the first quarter of 2003 rose 1 percent compared to sales in first quarter of 2002. A
24 percent increase in sales to the on-highway truck and bus sector and 10 percent growth in sales into the industrial sector were offset
by 7 percent lower sales into the petroleum sector, 8 percent lower sales into the marine sector, and 14 percent lower sales into the
electric power sector. Similar to the business fundamentals discussed above for construction machinery, global engine sales were
impacted by weak capital spending in industrialized countries, heightened concerns about Middle Eastern military developments, and
depressed operating profits and continuing investor uncertainties concerning new electric utility and energy investments.
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In North America, Caterpillar engine sales to end users rose 6 percent compared to first quarter 2002. Caterpillar sales of on-highway
truck and bus engines rose 26 percent as rising North American industrial production, increased housing starts, rising truck tonnage
hauled and higher freight rates offset higher diesel fuel prices and insurance costs. North American Free Trade Association (NAFTA)
heavy-duty truck industry conditions have strengthened on-highway truck industry engine demand in early 2003 substantially compared
to our earlier expectations. Caterpillar widened its leadership position in the NAFTA on-highway truck and bus engine industry due to a
continuing gain in our percentage of industry sales in heavy-duty truck engines. Engine sales to users in the industrial sector rose 12
percent.

Caterpillar engine sales to end users and OEMs in electric power, marine and petroleum sectors did not benefit from rising industrial
production and continued to be impacted by weak industry profits, continuing economic uncertainty and delayed new investments until
Middle Eastern military developments are concluded. Caterpillar engine sales to end users and OEMs in the North American petroleum
sector rose only 2 percent despite favorable crude oil and natural gas prices and a 16 percent increase in North American active drill rig
activity. Sales to end users in the North American electric power sector declined 18 percent as large reciprocating engine demand was
negatively impacted by weak electric utility profits and continuing investor uncertainty. Sales to end users and OEMs in the marine
sector fell 36 percent, with most of this decline caused by weak demand for large engines used in workboat applications.

In EAME, overall sales to end users rose 4 percent, with 8 to 10 percent sales gains in the electric power, industrial and marine sectors
more than offsetting 8 percent lower demand for engines and turbines sold to the petroleum sector. Caterpillar's engine sales benefited
from a weaker U.S. dollar compared to its stronger position against the euro last year, but benefits from more favorable exchange rates
were partially offset by sluggish economic trends in Western Europe and increased business uncertainty that further delayed new
business investment decisions.

Sales to end users in Asia/Pacific in the first quarter were up 1 percent compared to last year with sales gains in industrial, up 49
percent, and the marine sector, up 13 percent, offset by a 12 percent decline in demand for engines used in the electric power sector and
flat demand for engines used in the petroleum sector. Asia/Pacific sales of turbine engines were 11 percent lower than last year's strong
first-quarter sales when large engine sales were unusually strong as select countries in Asia/Pacific increased oil and gas exploration
and development to raise local energy production and offset higher costs of imported fuels.

Sales to end users in Latin America fell 35 percent, mostly caused by a 65 percent drop in engine sales into the electric power sector.
Electric power sales last year benefited from abnormally strong demand for large reciprocating engines when Brazilian customers
purchased large generator sets to meet a shortfall in hydroelectric power output. Latin American sales to end users in the petroleum
sector fell 26 percent from last year as political and investor uncertainty in key oil-producing countries delayed purchase decisions of
large engines.

Dealer Inventories of Engines

Worldwide dealer engine inventories at the end of the first quarter were lower than a year ago. Inventories were substantially lower in
North America and Latin America but higher in EAME and Asia/Pacific. Inventories compared to current selling rates were lower than
year-earlier levels in North America and Latin America but still above normal. Dealer inventories compared to current selling rates were
higher than year-earlier levels in EAME and Asia/Pacific.

EMPLOYMENT
At the end of first quarter 2003, Caterpillar's worldwide employment was 67,063 compared with 71,843 one year ago. Employment was
reduced by 4,780, or about 7 percent, year over year.

OTHER MATTERS

Environmental and Legal Matters

The disclosure regarding environmental and legal matters contained in Item 7 "Management's Discussion and Analysis of Financial
Condition and Results of Operations" of our 2002 Form 10-K filed with the Securities and Exchange Commission on March 31, 2003 is
updated by the following:

All Caterpillar bridge engines are unconditionally EPA certified, and market acceptance of our bridge engines has been strong.
Caterpillar sales of heavy-duty engines to NAFTA On-highway truck manufacturers were up more than 30 percent over the first quarter
of 2002 as reported in the Ward Communications report. While our projection for ACERT unit volumes remains unchanged for 2003, the
surge in bridge engine demand will create an increase in nonconformance penalties that will only partially be offset with the price
increases on this bridge engine product. We now expect the net unfavorable impact of changes to the emission standards for on-highway
truck and bus engines during 2003 to be about $30 million after tax. In 2002 this unfavorable impact was $17 million. Although the
negative impact of the changes in emission standards is higher, incremental sales of these engines do generate incremental margin.
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OUTLOOK

Economic and Industry Summary

With events rapidly unfolding in the Iraqi war, we have adopted a "short-war" scenario for our outlook. The key assumptions of this
scenario are as follows:

(1) Uncertainties associated with the war have had a negative impact on business and consumer confidence and spending that is
producing a limited period of lower overall growth.

(2) The conflict is rapidly de-escalating as organized resistance by the Iraqi regime collapses, but sporadic unrest is expected to
continue for some time.

(3) With the cessation of major armed conflict, uncertainties will diminish, and business and consumer confidence will begin to
recover in coming months.

(4) OQil prices will move down to a range of $18-28 per barrel as Iraqi oil production is restored.

(5) Worldwide economic growth will gradually respond to the reduced uncertainties and improved business climate, with improving
growth evident in the last half of the year.

(6) Initial reconstruction work in Iraq is expected to result in some sales of equipment in 2003, however the impact on Caterpillar
will not be material.

In this environment we expect a minimal adverse impact from the war, resulting in worldwide industry machine unit sales about flat with
2002 levels, while engine demand is expected to be down about 2 percent. However, we do anticipate some changes in regional
demand levels for machines and engines from our original outlook. A significant increase in industry sales in 2003 from last year's levels
is now expected in Asia/Pacific, offset by flat to slightly lower demand in North America, a slight decline in EAME and a moderate decline
in Latin America.

North America (United States and Canada)

Overall growth in North America continued at a relatively slow pace in the early months of 2003, as high oil prices and war uncertainties
restrained the growth of consumer and business spending. The construction sector was mixed, as strong activity in the housing market
was offset by weak commercial development, industrial utilities and public construction. Growth is expected to remain below average
through the second quarter. Industry machine demand declined by about 5 percent in the first quarter and is expected to be flat to down
slightly for the year as a whole. The North American engine industry is expected to be down about 3 percent.

EAME

General economic conditions in EAME were weak early in the year, and remained weak through the first quarter in the face of high ail
prices and geopolitical uncertainties. While some improvement is expected when the hostility ends and oil prices decline, momentum is
weak and industry machine demand is expected to be down about 4 percent for the year as a whole. Engine industry demand is also
expected to be down about 2 percent.

Latin America

Market conditions continue to be mixed. Several major markets are improving - Mexico, Chile and Peru. However, this is more than
offset by slow to moderate growth in Brazil, low activity levels in Argentina as the economic recovery there is still in the early stages, and
a collapse of demand in Venezuela due to severe political instability. Industry machine demand is expected to decline by about 15
percent. Latin American engine industry demand is also expected to decline significantly since robust electric power industry demand in
Brazil is not repeating in 2003.

Asia/Pacific

Overall economic conditions remained good in the first quarter, driven mainly by continued strong growth in China and India.
Construction activity in Australia remains at good levels. We expect minimal adverse impact from the war and the SARS outbreak, as
industry machine demand is expected to increase by about 25 percent in 2003. Slight growth in Asia/Pacific engine industry demand is
expected, led by improving business prospects in the electric power sector.

Financial Products

The "short-war" scenario is not expected to adversely impact Financial Products' 2003 results. Overall economic conditions in the first
quarter facilitated continued growth in new retail financing business, portfolio size and revenue. We expect continued growth in Financial
Products for the remainder of 2003, with revenues expected to increase approximately 10 percent versus 2002.

Company Summary

Our outlook has improved somewhat, but given the degree of uncertainty in the business environment, the balance of the year will prove
challenging. We expect sales and revenues for 2003 to be flat to up 4 percent. Full-year profit per share is expected to range from
$2.20 to $2.30.
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B. Liquidity & Capital Resources

Sources of funds

We generate our capital resources primarily through operations. Consolidated operating cash flow was $218 million for the first quarter
2003, compared with $103 million for the first quarter 2002. The improvement is primarily the result of lower working capital requirements
during 2003 as compared to 2002. We anticipate that the majority of future capital resource requirements will be funded by operating
cash flow, which is largely sourced from profits. See our Outlook beginning on Page 22.

Total debt as of March 31, 2003 was $18.3 billion, an increase of $573 million from year-end 2002. Debt related to Machinery and
Engines decreased $171 million, primarily due to the retirement of a $250 million debt obligation with existing cash resources. Debt
related to Financial Products increased $744 million due to portfolio growth at Cat Financial. We have a global credit facility of $4.55
billion available to both Machinery and Engines and Cat Financial to support commercial paper programs. Cat Financial may use up to
90 percent of the available facility subject to a maximum debt to equity and a minimum interest coverage ratio. Machinery and Engines
may use up to 100 percent of the available facility subject to a minimum level of net worth. Based on these restrictions, and the allocation
decisions of available credit made by management, the portion of the facility available to Cat Financial at March 31, 2003, was $3.95
billion. The facility is comprised of two components, $2,425 million expiring in September 2003 and $2,125 million expiring in September
2006. The facility expiring in September 2003 has a provision that allows Caterpillar to obtain a one-year loan in September 2003 that
matures in September 2004. Our total credit commitments as of March 31, 2003 were;

(Millions of dollars)

Machinery Financial
Consolidated and Engines Products
Credit lines available:

Global credit facility..........c..coevvereeeveeereeereieesesieesiee s $ 4,550 $ 600 $ 3,950
Other external.................. 1,382 631 751
Intercompany .................. - 653 826
Total credit lines available 5,932 1,884 5,527
Less: Global credit facility supporting commercial paper ..... 1,825 - 1,825
Less: Utilized credit ..o 310 131 179
Available Credit .........c.eevrereiircieeissieese s $ 3,797 $ 1,753 $ 3,523

We also generate funding through the securitization of receivables. Through the first quarter of 2003, we generated $269 million of
capital resources from the securitization of trade receivables. As of March 31, 2003, we had trade and finance receivables of $2.97
billion and $13.60 billion, respectively.

We do not generate material funding through structured finance transactions.

Committed funds

We have committed cash outflow related to long-term debt (including that due within one year and classified as current), operating lease
agreements, unconditional purchase obligations and other contractual obligations. Minimum payments for these long-term obligations
are:

(Millions of dollars)

After
2003 2004 2005 2006 2007 2007 Total

Long-Term Debt:

Machinery and Engines......... $ 33 $ 29 $ 27 $ 285 $ 275 $ 2833 $ 3482

Financial Products.................. 3,842 2,098 2,326 1,773 852 2,246 13,137

Total Long-Term Debt ........... 3,875 2,127 2,353 2,058 1,127 5,079 16,619
Operating Leases.........c.ccveureeeennenes 177 141 95 67 115 225 820
Other Long-Term Debt..........cccenee.. 65 64 55 53 68 86 391
Unconditional Purchase
ODbligations ..........oceveevererenerreeirenene. 67 66 62 45 44 77 361
Total Contractual Obligations........... $ 4184 $ 2,398 $ 2,565 $ 2,223 $ 1,354 $ 5467 $ 18,191

We had commitments for the purchase of construction or capital assets of approximately $225 million at March 31, 2003.

We did not have contingent liabilities with more than a remote chance of occurrence at March 31, 2003.
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Available-For-Sales Securities

If the equity markets do not improve substantially, we expect a pretax charge of approximately $50 million for "other than temporary"
impairment of available-for-sale securities during the remainder of 2003, in accordance with our accounting policy discussed below. This
charge is included in our Outlook.

Machinery and Engines
Operating cash outflow was $81 million for the first quarter 2003, compared with $93 million for first quarter 2002. The improvement
came mainly from higher profit during 2003.

Capital expenditures, excluding equipment leased to others, during first quarter 2003 were $81 million, a decrease of $64 million from
first quarter 2002 due to tight controls on spending.

Financial Products

Operating cash flow was $309 million for first quarter 2003, compared with $193 million for first quarter 2002. The improvement is
primarily the result of lower working capital requirements in first quarter 2003 as compared to first quarter 2002. Cash used to purchase
equipment leased to others was $261 million during first quarter 2003 compared to $231 million for 2002. In addition, net cash used for
finance receivables was $122 million for first quarter 2003, compared to $135 million for 2002.

Financial Products debt was $14.70 billion at March 31, 2003, an increase of $744 million from December 31, 2002, and primarily
comprised $11.24 billion of medium-term notes, $2.94 billion of commercial paper, $271 million of money market funds, $179 million of
short-term notes payable to banks, $38 million of loans from a company-owned partnership and $34 million of long-term notes payable to
banks. Debt repayment in Financial Products depends primarily on timely repayment and collectibility of the receivables portfolio. At
March 31, 2003, finance receivables past due over 30 days were 3.1 percent, compared with 4.8 percent at the end of March 31, 2002.
The allowance for credit losses was 1.49% of finance receivables, net of unearned income, at March 31, 2003, compared to 1.46% at
March 31, 2002. Receivables written off due to uncollectibility, net of recoveries on receivables previously written off, were $22 million or
0.15% of the average finance receivable portfolio, net of unearned income, as of March 31, 2003.

The ratio of debt to equity of Cat Financial was 7.7:1 at March 31, 2003, compared with 7.6:1 at March 31, 2002.

Financial Products was in compliance with all debt covenants at March 31, 2003.

C. Critical Accounting Policies

The preparation of financial statements in conformity with generally accepted accounting principles requires management to make estimates
and assumptions that affect reported amounts. The more significant estimates include: residual values for leased assets, fair market
values for goodwill impairment tests, impairment of available for sale securities and reserves for warranty, product liability and insurance
losses, postemployment benefits, post-sale discounts and credit losses. We use the following methods and assumptions in determining
our estimates:

Residual values for leased assets - Determined based on the product, specifications, application and hours of usage. Each product
has its own model for evaluation that includes market value cycles and forecasts. Consideration is also given to the number of machines
that will be returned from lease during a given time frame.

Fair market values for goodwill impairment tests - Determined for each reporting unit by discounting projected cash flow for the
upcoming five years and adding a year-five residual value based upon a market Earnings Before Interest, Taxes, Depreciation and
Amortization (EBITDA) multiple.

Impairment of available-for-sale securities - Securities are reviewed monthly to identify market values below cost of 20 percent or
more. If a decline for a debt security is in excess of 20 percent for 6 months, the investment is evaluated to determine if the decline is
due to general declines in the marketplace or if the investment has been impaired and should be written down to market value pursuant
to SFAS 115. After the 6-month period, debt securities with declines from cost in excess of 20 percent are evaluated monthly for
impairment. For equity securities, if a decline from cost of 20 percent or more continues for a 12-month period, an other-than-temporary
impairment is recognized without continued analysis.

Warranty reserve - Determined by applying historical claim rate experience to the current field population and dealer inventory.
Generally, historical claim rates are developed using a 12-month rolling average of actual warranty expense. These rates are applied to
the field population and dealer inventory to determine the reserve.
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Product liability and insurance loss reserves - Determined based upon reported claims in process of settlement and actuarial
estimates for losses incurred but not reported.

Postemployment benefit reserve - Determined in accordance with SFAS 87,106 and 112 using the assumptions detailed Note 11 of
our 2002 10-K.

Post-sale discount reserve - We extend numerous merchandising programs that provide discounts to dealers as products are sold to
end users. The reserve is determined based on historical data adjusted for known changes in merchandising programs.

Credit loss reserve - Determined by applying historical credit loss experience to the current receivable portfolio with consideration given
to the condition of the economy and trends in past due accounts.

We have incorporated many years of historical data into the determination of each of these estimates. We have a proven history of using
accurate estimates and sound assumptions to calculate and record appropriate reserves and residual values.

D. Pension and Other Postretirement Benefits

In the first quarter of 2003, we recognized pension expense of $36 million compared with a net pension benefit of $18 million in the first
quarter of 2002. The increase was primarily a result of the impact of lower plan assets due to continued poor performance of the equity
markets, lower expected long-term returns on pension plan assets and a lower assumed discount rate. SFAS 87, "Employers'
Accounting for Pensions" requires companies to use an expected long-term rate of return for computing current year pension expense.
Differences between the actual and expected returns are amortized into future earnings as actuarial gains and losses. At the end of
2002, unrecognized actuarial losses of $2.56 billion primarily reflected lower than expected returns on our pension plan assets.

Other postretirement benefit expense was $68 million in first-quarter 2003, down $11 million from first quarter last year. The decrease
resulted from changes to our U.S. benefit plans implemented during the second quarter 2002, which more than offset several
unfavorable items including inflation on health care costs and lower expected return on plan assets. These changes include an increase
in retiree cost sharing of health care benefits, elimination of company payments for Medicare part B premiums and significant reductions
in retiree life insurance. In total, these changes lowered our existing benefit obligation by approximately $475 million, which will be
amortized into earnings over seven years (the average remaining service period of employees affected by the plan changes). In addition
to this amortization, our ongoing annual expense will decrease approximately $45 million from the plan changes. The benefit from the
plan changes was approximately $28 million during first quarter 2003.

Unrecognized actuarial losses for other postretirement plans were $976 million at the end of 2002. These losses reflect lower than
expected plan asset returns, higher than expected benefit costs, a decrease in the assumed discount rate and an increase in expected
health care inflation. These losses will be amortized into future earnings in accordance with SFAS 106, "Employer's Accounting for
Postretirement Benefits Other than Pensions."

The unrecognized actuarial losses will be impacted in future periods by actual asset returns, actual health care inflation, discount rate
changes and other factors that impact pension and other postretirement benefit expenses.

SFAS 87 requires the recognition of an Additional Minimum Liability if the market value of plan assets is less than the accumulated
benefit obligation at the plan measurement date. Future changes to the Additional Minimum Liability will be dependent on several factors
including actual returns on our pension plan assets, company contributions, benefit plan changes and our assumed discount rate.

Although we have no mandatory U.S. Employment Retirement Income Security Act (ERISA) funding requirements during 2003, we may

choose to fund our U.S. pension plans as we deem necessary. We are required to make nominal contributions to certain non-U.S.
pension plans during 2003. We have adequate liquidity resources to fund both U.S. and non-U.S. pension plans.
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E. Supplemental Consolidating Data

We are providing supplemental consolidating data for the purpose of additional analysis. The data has been grouped as follows:
Consolidated - Caterpillar Inc. and its subsidiaries.
Machinery and Engines - primarily our manufacturing, marketing and parts distribution operations, with Financial Products
accounted for on the equity basis.
Financial Products - our finance and insurance subsidiaries, primarily Cat Financial and Cat Insurance.
Consolidating Adjustments - eliminations of transactions between Machinery and Engines and Financial Products.

Because the nature of operations of Machinery and Engines and Financial Products is different, especially with regard to the impact on
financial position and cash flow items, this data allows readers to better understand our company and our financial results.

Caterpillar Inc.
Supplemental Data for Results of Operations
For The Three Months Ended March 31, 2003
(Millions of dollars)
Supplemental Consolidating Data

Machinery & Financial Consolidating
Consolidated Engines Products Adjustments
Sales and revenues:
Sales of Machinery and ENgines.............cccooovvvvveerennnene $ 4,424 $ 4,424 $ - $ -
Revenues of Financial Products ...............ccooc.eoeeeveeenrenn. 397 - 440 (43)2
Total Sales and rEVENUES ..........vvereereeeeeeeeeeseeseeeeeeeeseens 4,821 4,424 440 (43)
Operating costs:
Cost 0f gOOUS SOId .......vuvvverercrierieeeiee e, 3,524 3,524 - -
Selling, general and administrative expenses................. 676 582 114 (20)
Research and development expenses................ccc.... 152 152 - -
Interest expense of Financial Products................ccoeee.... 120 - 124 (4)4
Other operating eXPENSES...........coocveevvrvvreriesseesssneons 122 - 122 -
Total 0perating CoStS..........vvvvrmreemereeemeeeeeneeeeesseesesseennes 4,594 4,258 360 (24)
Operating Profit.............ccoocooorrrevveinnerieinnesisesiese s, 227 166 80 (19)
Interest expense excluding Financial Products............... 66 66 - -
Other iNCOME (BXPENSE)........cvveerereeceeererseeserseseenseeneseons 13 (6) - 195
Consolidated profit before taxes.............cc.ccccccoeververerrence 174 9% 80 -
Provision for iNCOME taXeS ..........eveerreeerreerrreersreeernneeenns 49 20 29 -
Profit of consolidated companies...............cccc.ovevveerennen. 125 74 51 -
Equity in profit (loss) of unconsolidated affiliated
COMPANIES .evvovrverrereeesseeessssessssssesssssssssesssssssssnns 4 2 2 -
Equity in profit of Financial Products' subsidiaries........... - 53 - (53)8
PIOFit......vooooceeieceeesee et $ 129 $ 129 $ 53 $ (53)

1 Represents Caterpillar Inc. and its subsidiaries with Financial Products accounted for on the equity basis.

2 Elimination of Financial Products revenues earned from Machinery and Engines subsidiaries.

3 Elimination of expenses recorded by Machinery and Engines subsidiaries paid to Financial Products.

4 Elimination of interest expense recorded by Financial Products paid to Machinery and Engines subsidiaries.

5 Elimination of discount recorded by Machinery and Engines subsidiaries on receivables sold to Financial Products, and of interest income earned by Machinery and
Engines subsidiaries from Financial Products.

6 Elimination of Financial Products profit for the period reported on Machinery and Engines statement on the equity basis.
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Caterpillar Inc.
Supplemental Data for Results of Operations
For The Three Months Ended March 31, 2002
(Millions of dollars)
Supplemental Consolidating Data

Machinery & Financial Consolidating
Consolidated Engines ' Products Adjustments
Sales and revenues:
Sales of Machinery and Engines...........ccc.coevue... $ 4,044 $ 4,044 $ - $ -
Revenues of Financial Products 365 - 402 (37)2
Total sales and revenues............coeveeeeevereinnae 4,409 4,044 402 (37)
Operating costs:
Cost 0f g00ds SOId ......c.ovverereiirieereeene 3,205 3,205 - -
Selling, general and administrative expenses....... 649 561 108 (20)3
Research and development expenses.................. 171 171 - -
Interest expense of Financial Products.... 123 - 127 (4)
Other operating €Xpenses. ..o 91 - 91 -
Total operating COStS.........c.ccuvierirrencirirereircreene 4,239 3,937 326 (24)
Operating profit.............cccocovevieienieiecceerees 170 107 76 (13)
Interest expense excluding Financial Products..... 69 69 - -
Other iNCOMe (EXPENSE)......euvrererrereereerereerrerees 20 (7 14 135
Consolidated profit before taxes................c.ccovveuee. 121 31 90
Provision for inCOME taXes .........cocvvereereerereieneenees 36 2 34 -
Profit of consolidated companies............ccccconnee. 85 29 56 -
Equity in profit (loss) of unconsolidated
affiliated companies .........cccovvvererrerrinineenns (5) (7 2 -
Equity in profit of Financial Products' subsidiaries - 58 - (58)8
Profit........ccoovneisncsee s $ 80 $ 80 $ 58 $ (58)

' Represents Caterpillar Inc. and its subsidiaries with Financial Products accounted for on the equity basis.

2 Elimination of Financial Products revenues earned from Machinery and Engines subsidiaries.

3 Elimination of expenses recorded by Machinery and Engines subsidiaries paid to Financial Products.

4 Elimination of interest expense recorded by Financial Products paid to Machinery and Engines subsidiaries.

5 Elimination of discount recorded by Machinery and Engines subsidiaries on receivables sold to Financial Products, and of interest income earmned by Machinery and
Engines subsidiaries from Financial Products.

6 Elimination of Financial Products profit for the period reported on Machinery and Engines statement on the equity basis.
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Caterpillar Inc.

Supplemental Data for Financial Position

Assets:

Current assets:
Cash and short-term investments ...............cc.......
Receivables - trade and other ...........cccccocvevinenee.
Receivables - finance ........ccccoeveveveveveeccvcrerennes
Deferred and refundable income taxes.................
Prepaid eXPenSes........ccovveevieeenieenneresisenens
INVENEOMIES ...

Total CUrrent @SSELS .......ceveveveeerieeececeeeree e

Property, plant and equipment - net...........c.cccocoeeenee
Long-term receivables - trade and other.....................
Long-term receivables - finance...........ccoovevviviennne.

Investments in unconsolidated affiliated companies...
Investments in Financial Products subsidiaries...........
Deferred iNCOME taXes.........covevvvereereeseeseseeeeans
Intangible aSSets ..o
GOOAWIll ...t
Other SSELS......cvevveererieeerete e

Total asSets ...........ccoceveviveviiciicceee s

Liabilities
Current liabilities:
Short-term borrowings.............coeeeereereeereenenineens
Accounts payable ...,
ACCIUEA EXPENSES ....cvvvreerireieirereinieseieeseseesnneas
Accrued wages, salaries and employee benefits .
Deferred and current income taxes payable ........
Deferred liability..........cocreerrererirenenerereeeieens
Long-term debt due within one year.....................
Total current iabilities ...........c.oeeeereeieriniererieeinns
Long-term debt due after one year...........cccocveveenee.
Liability for postemployment benefits............c.ccoceenne.
Deferred income taxes and other liabilities .................
Total liabilities ..............ccccoeririeirec e
ContingeNnCies ...........ccoeurericencnierereeseeee e
Stockholders' equity
COMMON SOCK .....vveveereceeireieec e seeees
Treasury StOCK ..o
Profit employed in the business
Accumulated other comprehensive income.................
Total stockholders' equity............cccccovvrirenriirnicnnns

Total liabilities and stockholders’ equity.......................

At March 31, 2003
(Millions of dollars)
Supplemental Consolidating Data
Machinery & Financial Consolidating
Consolidated Engines Products Adjustments
$ 327 $ 179 $ 148 $ -
2,896 2,224 1,367 (695)2
6,741 - 6,741 -
699 608 91 -
1,343 1,348 6 (11)3
3,064 3,064 - -
15,070 7423 8,353 (706)
6,998 4,733 2,265
71 71 -
6,862 - 6,862
792 412 380 -
- 2,060 - (2,060)4
858 979 11 (132)5
279 275 4 -
1,402 1,402 -
1,206 614 592
$ 33,538 $ 17,969 $ 18467 $ (2,898)
1,637 72 1,837 (272)8
2,375 2,401 143 (169)7
1,597 809 807 (19)8
1,093 1,078 15 -
111 57 54 -
- - 246 (246)
3,875 33 3,842 -
10,688 4,450 6,944 (706)
12,744 3,449 9,295 -
4,038 4,038 - -
429 393 168 (132)
27,899 12,330 16,407 838
1,033 1,033 850 (850)4
(2,664) (2,664) - -
7,978 7,978 1,284 (1,284)4
(708) (708) (74) 744
5,639 5,639 2,060 (2,060)
$ 33,538 $ 17,969 $ 18467 $ (2,898)

" Represents Caterpillar Inc. and its subsidiaries with Financial Products accounted for on the equity basis.
2 Elimination of receivables between Machinery and Engines and Financial Products.
3 Elimination of Machinery and Engines insurance premiums which are prepaid to Financial Products.

4 Elimination of Financial Products equity which is accounted for on Machinery and Engines on the equity basis.
5 Reclassification of Financial Products deferred tax liability to a deferred tax asset on a consolidated basis.

6 Elimination of Financial Products short-term borrowings from Machinery and Engines.
7 Elimination of payables between Machinery and Engines and Financial Products.

8 Elimination of prepaid insurance in Financial Products' accrued expenses.

9 Elimination of Financial Products deferred liabilities with Machinery and Engines.
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Caterpillar Inc.
Supplemental Data for Financial Position

At December 31, 2002
(Millions of dollars)
Supplemental Consolidating Data
Machinery & Financial Consolidating
Consolidated Engines ' Products Adjustments
Assets:
CUITENE SSELS: ..o
Cash and short-term investments..............c...ccocoen. $ 309 $ 146 $ 163 $ -
Receivables - trade and other...........ccccvvverieinenee 2,838 2,712 1,386 (1,260)2
Receivables - finance........ccoccveeeiveececeee e 6,748 - 6,748 -
Deferred and refundable income taxes..........c..coc..... 642 579 63 -
Prepaid EXPENSES ........cccvvveieivcieiciesssiesiesienas 1,328 1,356 7 (35)
INVENLOTIES ...ttt 2,763 2,763 - -
Total current @SSEtS .......ccceeeeveceecesr e 14,628 7,556 8,367 (1,295)
Property, plant and equipment - net..........cccoccoevencnennee 7,046 4,848 2,198
Long-term receivables - trade and other 66 66 -
Long-term receivables - finance .........ccccooeveveeieineininnn 6,714 - 6,714 -
Investments in unconsolidated affiliated companies........ 747 398 349 -
Investments in Financial Products subsidiaries................ - 1,961 - (1,961)4
Deferred iNCOME taXes.......c.ccvvvvieicirierierisiesesieeis 850 971 12 (133)5
INtangible aSSEtS ......covuvvreiereecr e 281 277 4 -
GOOAWIIl ..o 1,402 1,402 - -
Other @SSELS ... s 1,117 614 503 -
TOAl @SSELS ...ttt $ 32,851 $ 18,093 $ 18147 $ (3,389)
Liabilities
Current liabilities:
Short-term bOrrowings ...........coeeereerieincnenencnieenae 2,175 64 2,906 (795)8
Accounts payable.............corrirenrneereeeeeeneens 2,269 2,334 151 (216)7
Accrued expenses 1,620 840 806 (26)8
Accrued wages, salaries and employee benefits...... 1,178 1,161 17 -
Dividends payable...........ccoeveerrerenreninencirineereereeens 120 120 -
Deferred and current income taxes payable............. 70 35 35 -
Deferred liability .........ccocoerevrerreerieicreeie e - - 259 (259)°
Long-term debt due within one year ............cccceeenee. 3,912 258 3,654 -
Total current laDIIIHES ...........ooeeeeeeeeeeeeeeceeeee e 11,344 4812 7,828 (1,296)
Long-term debt due after one year ..........cccocoverrereireenee 11,596 3,403 8,193 -
Liability for postemployment benefits............ccccererrivnen. 4,038 4,038 - -
Deferred income taxes and other liabilities...................... 401 368 165 (132)5
Total liabilities ............cc.cooorrrrrnrrr e 27,379 12,621 16,186 (1,428)
CONtINGENCIES ...t - - - -
Stockholders' equity
COMMON SEOCK ...ttt 1,034 1,034 837 (837)4
Treasury StOCK ........cocueieerrererrcneeeiee s (2,669) (2,669) - -
Profit employed in the busiNess..........cccovnrerineneereirninns 7,849 7,849 1,232 (1,232)4
Accumulated other comprehensive income..................... (742) (742) (108) 1084
Total stockholders' equity.............cccccoevvirirrininiriricn, 5,472 5,472 1,961 (1,961)
Total liabilities and stockholders' equity ................c........... $ 32,851 $ 18,093 $ 18,147 $ (3,389)

' Represents Caterpillar Inc. and its subsidiaries with Financial Products accounted for on the equity basis.

2 Elimination of receivables between Machinery and Engines and Financial Products.

3 Elimination of Machinery and Engines insurance premiums which are prepaid to Financial Products.

4 Elimination of Financial Products equity which is accounted for on Machinery and Engines on the equity basis.
5 Reclassification of Financial Products deferred tax liability to a deferred tax asset on a consolidated basis.

6 Elimination of Financial Products short-term borrowings from Machinery and Engines.

7 Elimination of payables between Machinery and Engines and Financial Products.

8 Elimination of prepaid insurance in Financial Products' accrued expenses.

9 Elimination of Financial Products deferred liabilities with Machinery and Engines.
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Caterpillar Inc.
Supplemental Data for Cash Flow
For the Three Months Ended March 31, 2003

(Millions of dollars)

Cash flow from operating activities:
0] 1 PRSI
Adjustments for non-cash items:
Depreciation and amortization .............ccccveverieirerinnnn.
Profit of Financial Products.............cccocvrnininncninien.

Changes in assets and liabilities:
Receivables - trade and other............cccovvivireinirieinn,
INVENTOMIES ..o
Accounts payable and accrued expenses...........co.coveeeenee.
Other = NEL.....ececeee s
Net cash provided by (used for) operating activities .............c........
Cash flow from investing activities:
Capital expenditures - excluding equipment leased to others .
Expenditures for equipment leased to others ............c.cccccuuve.
Proceeds from disposals of property, plant and equipment.....
Additions to finance receivables ............ccoeerinincincrncinen.
Collection of finance receivables ...........cocrerereereereereeeeneeees
Proceeds from the sale of finance receivables ..........c.cccceenee.
Net intercompany borrowings ..........ccccoeerenienenieneneens
Investments and acquisitions (net of cash acquired) ..............
Other = NEL. ... reen
Net cash provided by (used for) investing activities..............c........
Cash flow from financing activities:
Dividends paid ..........cccoeureererineireeinesee s
Common stock issued, including treasury shares reissued.....
Net intercompany DOrrowinNgs ..........ccvvvvrenrienneensieeens
Proceeds from long-term debt issued...........cccovvenieriniennee.
Payments on long-term debt...........cooviiinncec
Short-term borrowings = Net ..o
Net cash provided by (used for) financing activities.....................
Effect of exchange rate on cash.........cccocovvvvevinininisresisn,
Increase (Decrease) in cash and short-term investments ......
Cash and short-term investments at beginning of period..............
Cash and short-term investments at end of period.......................

" Represents Caterpillar Inc. and its subsidiaries with Financial Products accounted for on the equity basis.

Supplemental Consolidating Data

Machinery Financial Consolidating
Consolidated & Engines ! Products Adjustments
$ 129 $ 129 $ 53 $ (53)2
332 205 127 -
- (53) - 533
(15) 3 (23) 54
(115) (53) (35) (27)4
(301) (301) - -
248 43 170 354
(60) (54) 17 (23)4
218 (81) 309 (10)
(86) (81) (5)
(261) - (261)
160 - 160
(3,386) - (3,386)
2,995 2,995
269 - 269 -
- 522 10 (532)°
(17) (7) (10) -
(40) (13) (40) 136
(366) 421 (268) (519)
(120) (120) - -
- - 13 (13)8
- (10) (522) 5325
2,053 79 1,974 -
(985) (250) (735)
(773) 8 (781) -
175 (293) (51) 519
9) (14) 5 107
18 33 (15) -
309 146 163
$ 327 $ 179 $ 148 $

2 Elimination of Financial Products profit after tax due to equity method of consolidation.

3 Non-cash adjustment for the undistributed earnings from Financial Products.

4 Elimination of non-cash adjustments and changes in assets and liabilities related to consolidated reporting.

5 Net proceeds and payments to/from Machinery and Engines and Financial Products.

6 Change in investment and common stock related to Financial Products.
7 Elimination of the effect of exchange on intercompany balances.
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Cash flow from operating activities:

PLOMIt ..o
Adjustments for non-cash items:
Depreciation and amortization............ccccvevviernenniiennns
Profit of Financial Products............ccccoeevenininninisncniennns

Changes in assets and liabilities:
Receivables - trade and other ...
INVENTOTIES ...
Accounts payable and accrued expenses............c.oeeueeenee.
Other - NEL ... s

Net cash provided by (used for) operating activities......................
Cash flow from investing activities:

Capital expenditures - excluding equipment leased to others....
Expenditures for equipment leased to others.............cccocevnenee.
Proceeds from disposals of property, plant and equipment.......
Additions to finance receivables............ccoeevereneniencniens
Collection of finance receivables...........coccerirrneninncninenns
Proceeds from the sale of finance receivables

Net intercompany DOrrowings ..........cccoevvevveeninesniieesieens
Investments and acquisitions (net of cash acquired) ................
OFher = NBL ..t

Net cash provided by (used for) investing activities..............cccovven..
Cash flow from financing activities:

Dividends Paid..........coereueerermieniineinereresse s
Common stock issued, including treasury shares reissued.......
Net intercompany bOrroWINGS ........ccceureerererenierrereeneereerenens
Proceeds from long-term debt issued ...........ccoouevevirereirerrennn.
Payments on long-term debt...........ccoovrininininncs,
Short-term borrowings = Net..........ccoerrnerieneneeereeeereieens

Net cash provided by (used for) financing activities..............ccccvev...
Effect of exchange rate on €ash ...........ccccovveveveeciesisecce,
Increase (Decrease) in cash and short-term investments .........
Cash and short-term investments at beginning of period ................
Cash and short-term investments at end of period.............cc.ccouce..

Caterpillar Inc.
Supplemental Data for Cash Flow

For the Three Months Ended March 31, 2002
(Millions of dollars)

Supplemental Consolidating Data

Machinery & Financial Consolidating
Consolidated Engines’ Products Adjustments
$ 80 $ 80 $ 58 $ (58)2

296 201 95 -
- (58) - 583
57 13 22 224
(40) (38) 50 (52)4
(289) (289) - -
95 46 9 404
(96) (48) (41) (U
103 (93) 193 3
(152) (145) ]
(231) - (231)
120 23 97
(3,273) - (3,273)
2,473 2473 -
665 - 665 -
- (8) (20) 285
(262) (15) (247) -
(39) 10 (49) -
(699) (135) (592) 28
(120) (120) -
6 6 - -
- 19 8 (27)
1,389 - 1,389 -
(881) (62) (819)
111 304 (193) -
505 147 385 (27
(7) 4) 1 (4)°
(98) (85) (13) -
400 251 149
$ 302 $ 166 $ 136 $ -

2 Elimination of Financial Products profit after tax due to equity method of consolidation.
3 Non-cash adjustment for the undistributed earnings from Financial Products.

4 Elimination of non-cash adjustments and changes in assets and liabilities related to consolidated reporting.
5 Net proceeds and payments to/from Machinery and Engines and Financial Products.

6 Elimination of the effect of exchange on intercompany balances.

" Represents Caterpillar Inc. and its subsidiaries with Financial Products accounted for on the equity basis.
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F. Safe Harbor Statement under the Securities Litigation Reform Act of 1995

Certain statements contained in our First-Quarter 2003 Form 10-Q are forward-looking and involve uncertainties that could significantly impact results. The words
"believes," "expects," "estimates," "anticipates,” "will be" and similar words or expressions identify forward-looking statements made on behalf of Caterpillar.

Uncertainties include factors that affect international businesses, as well as matters specific to the company and the markets it serves.

World Economic Factors

Our current outlook calls for moderate growth in the U.S. economy in 2003. Our outlook assumes that the events of September 11, 2001 and the recent armed
conflict in Iraq were unique one-time events and that there will be no further events of this magnitude in 2003. If, however, there are other significant shocks or
sequence of shocks, financial, economic or acts of war and/or political terror, there could be a more protracted negative impact on consumer spending, housing
starts, and capital spending which would negatively impact company results.

After slow growth in the first half of 2003, U.S. GDP growth is expected to improve to over 3% in the second half of 2003. Should recent interest rate reductions
and fiscal stimulus measures fail to boost growth in the U.S. economy as expected, leading to renewed economic weakness, then sales of machines and engines
may be lower than expected. The outlook also projects that economic growth will continue in Asia/Pacific, Africa & Middle East and the CIS. In Europe, Japan
and Latin America, economic conditions are expected to be very weak in the first half of 2003, followed by an improvement in the second half. If, for any reason,
these projected growth rates or improvements do not occur, sales would likely be lower than anticipated in the affected region. Persistent weakness in the
construction sector in Japan is leading to lower machine sales in the Japanese market. In general, renewed currency speculation, significant declines in the
stock markets, further oil or energy price increases, political disruptions or higher interest rates could result in weaker than anticipated economic growth and
worldwide sales of both machines and engines could be lower than expected as a result.

Economic recovery could also be delayed or weakened by growing budget or current account deficits or inappropriate government policies. In particular, our
outlook assumes that Europe, the United Kingdom and Canada maintain economic stimulus policies and that the Japanese government remains committed to
stimulating their economic recovery with appropriate monetary and fiscal policies. The outlook also assumes that the Brazilian government follows through with
promised fiscal and structural reforms; and that the Venezuela crisis is confined to Venezuela and does not spill over to negatively impact growth prospects in
neighboring countries. If political instability continues to deteriorate leading to negative spillover effects, this could result in greater regional economic and
financial uncertainty and weaker regional growth.

Our outlook for 2003 also assumes that currency markets remain relatively stable, that average world oil prices fluctuate in a range of $18 to $28 a barrel, and
equity markets recover. If commodity and/or currency markets experience a significant increase in volatility, and/or stock markets show further weakness,
uncertainty would increase, both of which would result in slower economic growth, lower sales and potential impairment of investments. In addition, an eruption
of political violence in the Middle East or a more lengthy armed conflict with Iraq could lead to oil supply disruptions and persistent upward pressure on oil prices.
In this case business and consumer confidence would fall and inflation pressures would move up leading to slower world economic growth and lower company
sales. The Russian economy has improved, but political and economic uncertainty remains high and an unexpected deterioration could impact worldwide stock
or currency markets, which in turn could weaken company sales.

Commodity Prices

The outlook for our sales also depends on commodity prices. Industrial metal prices recovered in 2002, and further gains are projected in 2003. But production
rates are depressed and machine sales to the industrial metals industry are expected to be about flat. Oil prices remained flat near $25 in 2002. We are
expecting oil prices to be about flat - an average price of $18 to $28 a barrel in 2003. Based on this forecast, equipment sales into sectors that are sensitive to
crude oil prices are expected to be about flat. If, for whatever reason, average oil prices are significantly higher for the duration of 2003, our results would be
negatively impacted.

Extended weakness in world economic growth could lead to sharp declines in commodity prices and production and lower than expected sales to the industrial
metals and agriculture sectors.

Monetary and Fiscal Policies

For most companies operating in a global economy, monetary and fiscal policies implemented in the U.S. and abroad could have a significant impact on
economic growth, and, accordingly, demand for a product. In the United States, the Federal Reserve reduced interest rates in 2002. These actions, together
with projected federal tax cuts, and other fiscal stimulus measures are expected to lead to moderate U.S. growth in 2003, with some acceleration in momentum in
the second half. In Europe, the European Central Bank reduced interest rates in 2002, further reductions are expected and growth in Europe is expected to
improve in 2003. However, recent currency movements leading to a stronger euro may dampen European growth prospects in 2003 and this would cause
machine sales to be lower than expected.

In general, higher than expected interest rates, reductions in government spending, higher taxes, significant currency devaluations, and uncertainty over key
policies are some factors likely to lead to slower economic growth and lower industry demand. The current outlook is for moderate U.S. growth in 2003 near 3%.
This is expected to lead to about flat industry sales levels. If, for whatever reason, there was a setback leading to weak or negative growth in 2003, then demand
for company products could fall in the U.S. and Canada and would also be lower throughout the rest of the world.

Political Factors

Political factors in the U.S. and abroad have a major impact on global companies. In 2001, the U.S. Congress enacted a tax cut with the first reductions effective
in the third and fourth quarters of 2001 and with additional benefits in 2002, which is having and should continue to have a positive impact on the U.S. economy.
The company is one of the largest U.S. exporters as a percentage of sales. International trade and fiscal policies implemented in the U.S. this year could impact
the company's ability to expand its business abroad. U.S. foreign relations with certain countries and any related restrictions imposed could also have a
significant impact on foreign sales. There are a number of significant political developments in Latin America, Asia, and Africa/Middle East which are expected to
take place in 2003 that could affect U.S. trade policies and/or de-stabilize local market conditions leading to lower company sales. In particular, a recent
escalation of political uncertainty in Venezuela and the Middle East is contributing to a decline in business confidence and reduced capital investment intentions.
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In addition, significant political and economic instability persists in Argentina, Venezuela, the Middle East and Indonesia. Our outlook assumes that the effects of
instability in Venezuela will be confined to Venezuela and not spread to other countries in the region. Our outlook also assumes that stability will ultimately be
restored in Argentina, Indonesia and Venezuela through democratic means. If, however, the instability persists, worsens or spreads to other countries in the
region, it could materially impact company sales into Argentina, Indonesia, Venezuela and other countries in the region. In addition, our outlook assumes that the
armed conflict in Iraq is short and has no net impact on sales for the year. In addition, we assume that recent terrorist incidents in Indonesia do not lead to a
major, persistent escalation of political and economic uncertainty in that country.

In recent months there has been a significant escalation in political tensions in North Korea. Caterpillar does not sell machine or engine products to North Korea
and our outlook assumes there will not be a military conflict there. If, however, there is a significant escalation of political tensions in North Korea, leading to a
significant military build-up or increase in hostilities between North and South Korea, it could have a negative impact on sales to South Korea and other
neighboring countries in the Asia/Pacific region.

Our outlook also assumes that the Iraq war is relatively short. If the Iraq conflict persists for the duration of 2003, it is likely business and consumer confidence
will drop sharply, resulting in stagnant worldwide economic growth and declines in worldwide business demand. In this scenario, worldwide company sales
would likely fall about 10 percent from 2002.

Currency Fluctuations
Currency fluctuations are also an unknown for global companies. The company has facilities in major sales areas throughout the world and significant costs and

revenues in most major currencies. This diversification greatly reduces the overall impact of currency movements on results. However, if the U.S. dollar
strengthens suddenly against foreign currencies, the conversion of net non-U.S. dollar proceeds to U.S. dollars would somewhat adversely impact the company's
results. Since the company's largest manufacturing presence is in the U.S., any unexpected strengthening of the U.S. dollar versus key overseas currencies
could have an unfavorable impact on our global competitiveness.

Dealer Practices

A majority of the company's sales are made through its independent dealer distribution network. Dealer practices, such as changes in inventory levels for both
new and rental equipment, are not within the company's control (primarily because these practices depend upon the dealer's assessment of anticipated sales
and the appropriate level of inventory) and may have a significant positive or negative impact on our results. In particular, the outlook assumes that dealer
inventories of new machines will be slightly lower at the end of 2003 than at the end of 2002. If dealers reduce inventory levels more than anticipated, company
sales will be adversely impacted.

Other Factors

The rate of infrastructure spending, housing starts, commercial construction and mining play a significant role in the company's results. Our products are an
integral component of these activities and as these activities increase or decrease in the U.S. or abroad, demand for our products may be significantly impacted.
In 1999, the six-year Federal highway bill did not boost U.S. sales as much as anticipated due to delays in getting major capital projects for highways underway.
In 2000/2001 there was an increase in the volume of highway construction contracts, which had a positive impact on sales of certain types of equipment.
Highway construction contracts in 2002 were up slightly, and heavy construction machine sales were also up slightly. The appropriations bill approving federal
funding for highways, streets, bridges, airports, etc. for fiscal 2002/03 (the final year of the TEA 21 legislation) was approved in January 2003, with a 1% decline
in overall Federal funding. This funding level was 1% below expectation. Furthermore, if infrastructure spending plans are reduced by Federal and/or state
governments due to worsening budget constraints, machine sales will likely be lower in 2003.

Pursuant to a Consent Decree Caterpillar entered into with the United States Environmental Protection Agency (EPA), the company was required to meet certain
emission standards by October 2002. The Consent Decree provides for the possibility that diesel engine manufacturers may not be able to meet these standards
exactly on that date, and allows companies to continue selling non-compliant engines if they pay non-conformance penalties (NCPs) on those engines. The
company began shipping lower emission engines in October 2002 as a "bridge" until the fully compliant ACERT engines are introduced in 2003. These "bridge"
engines require the payment of NCPs. Emissions standard changes negatively impacted our financial results in 2002 by $17 million (after tax) (5 cents per
share). We expect the net unfavorable impact in 2003 to be $30 million (after tax) or $13 million (after tax) more adverse than in 2002 due to higher shipments of
bridge engines. We do not anticipate having to pay any NCPs on our medium-duty engines in 2003 due to credits we banked in 2001 and 2002. Early in 2003,
Caterpillar began ramping up production of medium-duty and heavy-duty compliant ACERT engines. We do not anticipate paying NCPs beyond 2003. Our
projections for 2003 are subject to assumptions regarding projected NCPs, price increases and volumes. We are able to make fairly accurate predictions of the
NCP levels per engine due to our engineering knowledge, development process and internal testing during development. Our net price increase for heavy-duty
bridge engines was successfully implemented on October 1, 2002; this increase was competitive with price increases implemented by other engine
manufacturers on that date. We implemented an additional price increase in the first quarter 2003 to truck manufacturers that purchase our heavy-duty ACERT
engines. This increase has been communicated to the truck manufacturers and is based on the additional value that we expect truck owners to receive from
ACERT engines compared to our competitors as a result of better fuel economy, less maintenance and greater durability. The ultimate net price increase we are
able to achieve for our ACERT engines is dependent upon marketplace acceptance of these engines versus competitive alternatives. While we estimate volume
to the best of our ability, industry volume is an issue out of our control. If our assumptions regarding NCP levels, market acceptance of the price increases and/or
engine volume are not realized, company performance could be negatively impacted.

Projected cost savings or synergies from alliances with new partners could also be negatively impacted by a variety of factors. These factors could include,
among other things, higher than expected wages, energy and/or materials costs, and/or higher than expected financing costs due to unforeseen changes in
central bank interest rate policies. Cost savings could also be negatively impacted by unforeseen changes in tax, trade, environmental, labor, safety, payroll or
pension policies in any of the jurisdictions where the alliances conduct their operations.

Results may be impacted positively or negatively by changes in the sales mix. Our outlook assumes a certain geographic mix of sales as well as a product mix
of sales. If actual results vary from this projected geographic and product mix of sales, our results could be negatively impacted.

The company operates in a highly competitive environment and our outlook depends on a forecast of the company's share of industry sales. An unexpected
reduction in that share could result from pricing or product strategies pursued by competitors, unanticipated product or manufacturing difficulties, a failure to price
the product competitively, or an unexpected buildup in competitors' new machine or dealer owned rental fleets, leading to severe downward pressure on machine
rental rates and/or used equipment prices.

The environment also remains very competitive from a pricing standpoint. Additional price discounting would result in lower than anticipated price realization.

Page 33



Inherent in the operation of the Financial Products Division is the credit risk associated with its customers. The creditworthiness of each customer, and the rate
of delinquencies, repossessions and net losses on customer obligations are directly impacted by several factors, including, but not limited to, relevant industry
and economic conditions, the availability of capital, the experience and expertise of the customer's management team, commodity prices, political events, and the
sustained value of the underlying collateral. Additionally, interest rate movements create a degree of risk to our operations by affecting the amount of our interest
payments and the value of our fixed rate debt. While our policy is to use interest rate swap agreements to manage our exposure to interest rate changes and
lower the costs of borrowed funds, if interest rates move upward more sharply than anticipated, it could negatively impact our results. With respect to our
insurance operations, changes in the equity and bond markets could cause an impairment of the value of our investment portfolio, thus requiring a negative
adjustment to earnings.

This discussion of uncertainties is by no means exhaustive but is designed to highlight important factors that may impact our outlook. Obvious factors such as
general economic conditions throughout the world do not warrant further discussion but are noted to further emphasize the myriad of contingencies that may
cause the company's actual results to differ from those currently anticipated.

Item 4. Controls and Procedures

An evaluation was performed under the supervision and with the participation of the company's management, including the Chief
Executive Officer (CEO) and Chief Financial Officer (CFO), of the effectiveness of the design and operation of the company's
disclosure controls and procedures within 90 days before the filing date of this quarterly report. Based on that evaluation, the
company's management, including the CEO and CFO, concluded that the company's disclosure controls and procedures are
effective to ensure that information required to be disclosed by the company in reports that it files or submits under the Securities
Exchange Act of 1934 is recorded, processed, summarized, and reported within the time periods specified in Securities and
Exchange Commission rules and forms. Subsequent to the date of this evaluation, there have been no significant changes in the
company's internal controls or in other factors that could significantly affect internal controls subsequent to their evaluation. It
should be noted that the design of any system of controls is based in part upon certain assumptions about the likelihood of future
events, and there can be no assurance that any design will succeed in achieving its stated goals under all potential future
conditions, regardless of how remote.

PART Il. OTHER INFORMATION

Item 1. Legal Proceedings.

The disclosure regarding legal proceedings contained in Item 3 "Legal Proceedings" of our 2002 Form 10-K filed with the
Securities and Exchange Commission on March 31, 2003 is updated by the following disclosure:

On January 16, 2002, Caterpillar commenced an action in the Circuit Court of the Tenth Judicial Circuit of lllinois in Peoria,
Illinois against Navistar International Transportation Corporation and International Truck and Engine Corporation (collectively
Navistar). The lawsuit arises out of a long-term purchase contract between Caterpillar and Navistar effective May 31, 1988, as
amended from time to time (the Purchase Agreement). The lawsuit alleges that Navistar breached its contractual obligations by:
(i) paying Caterpillar $8.08 (whole dollars) less per fuel injector than the agreed upon price for new unit injectors delivered by
Caterpillar; (i) refusing to pay contractually agreed upon surcharges owed as a result of Navistar ordering less than planned
volumes of replacement unit injectors; and (iii) refusing to pay contractually agreed upon interest stemming from Navistar's late
payments. Caterpillar seeks a declaratory judgment upholding the contract and more than $100 million in damages arising from
Navistar's alleged breach of contract. On January 22, 2003, Caterpillar filed its First Amended Complaint to add four new
defendants -- Franklin Power Products, Inc., Newstream Enterprises, Sturman Industries, Inc., and Sturman Engine Systems,
Inc. The Amended Complaint alleges that Franklin and Newstream failed to pay the contract price for shipments of unit injectors;
Caterpillar seeks damages of approximately $2 million and $5 million from each defendant respectively. With respect to Sturman
Industries, Inc. and Sturman Engine Systems, Inc., the Amended Complaint alleges that the two companies colluded with
International to utilize technology that Sturman misappropriated from Caterpillar to help Navistar develop its G2 fuel system. The
Amended Complaint further alleges that the two parties' collusion led Navistar to select Sturman Engine Systems, Inc. and
another company, instead of Caterpillar, to develop and manufacture the G2 fuel system. At March 31, 2003, the past due
receivable from Navistar related to this case was $111 million.
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On May 7, 2002 International Truck and Engine Corporation (International) commenced an action against Caterpillar in the
Circuit Court of DuPage County, lllinois that alleges Caterpillar breached various aspects of a long-term agreement term sheet.
In its fourth amended complaint, International seeks a declaration from the court that the term sheet constitutes a legally binding
contract for the sale of heavy-duty engines at specified prices through the end of 2006, alleges that Caterpillar breached the term
sheet by raising certain prices effective October 1, 2002, and also alleges that Caterpillar breached an obligation to negotiate a
comprehensive long-term agreement referenced in the term sheet. International further claims that Caterpillar improperly
restricted the supply of heavy-duty engines to International from June through September 2002, and claims that Caterpillar made
certain fraudulent misrepresentations with respect to the availability of engines during this time period. International seeks
damages "in an amount to be determined at trial" and injunctive relief. Caterpillar filed an answer denying International's claims
and has filed a counterclaim seeking a declaration that the term sheet has been effectively terminated. Caterpillar denies
International's claims and will vigorously contest them. This matter is not related to the breach of contract action brought by
Caterpillar against Navistar currently pending in the Circuit Court of Peoria County, lllinois.

Item 2. Changes in Securities

Non-U.S. Employee Stock Purchase Plans

We have twenty-seven employee stock purchase plans administered outside the United States for our foreign employees. As of
March 31, 2003, those plans had approximately 9,448 participants in the aggregate. During the first quarter of 2003, a total of
102,798 shares of Caterpillar common stock or foreign denominated equivalents were distributed under the plans. Participants in
some foreign plans have the option of receiving non-U.S. share certificates (foreign-denominated equivalents) in lieu of U.S.
shares of Caterpillar Inc. common stock upon withdrawal from the plan. These equivalent certificates are tradable only on the
local stock market and are included in our determination of shares outstanding.

Item 4. Submission of Matters to a Vote of Security Holders

The Annual Meeting of Stockholders of Caterpillar Inc. was held on April 9, 2003, for the purpose of electing directors and voting
on the proposal described below. Proxies for the meeting were solicited pursuant to Section 14(a) of the Securities Exchange
Act of 1934 and there was no solicitation in opposition to management's solicitations.

Proposal 1 - Election of Directors

All of management's nominees for directors as listed in the proxy statement were elected with the following vote:

Shares Voted "FOR" Shares "WITHHELD"
Glen A. Barton 299,515,551.26 12,679,513.12
David R. Goode 250,903,556.90 61,291,507 .48
Charles D. Powell 301,437,810.15 10,757,254.22
Joshua I. Smith 299,836,526.53 12,358,537.85

Proposal 2 - Stockholder Proposal - Shareholder Rights Plan

The stockholder proposal requesting the Board of Directors to redeem or terminate the company's shareholder rights plan unless
put to shareholder vote was defeated with the following vote:

Shares Voted Shares Voted Shares Broker
"FOR" "AGAINST" "ABSTAINING" Non-Votes
128,724,486.39 135,744,429.58 8,265,091.41 39,461,057
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Item 6. Exhibits and Reports on Form 8-K
(@)  Exhibits:
99.1 Certification of Glen A. Barton, Chairman and Chief Executive Officer of Caterpillar Inc. and F. Lynn
McPheeters, Chief Financial Officer of Caterpillar Inc., as required pursuant to Section 906 of the
Sarbanes-Oxley Act of 2003.
(b)  During the quarter ended March 31, 2003, reports on Form 8-K were filed pursuant to ltem 5 on January 23 (2),
February 7, February 10 and February 18, 2003. Additional reports on Form 8-K were filed on April 9 and April 16,
2003 pursuant to ltem 5 and on April 16, 2003 pursuant to Items 9 and 12. No financial statements were filed as
part of those reports.
SIGNATURES
Pursuant to the requirements of the Securities Exchange Act of 1934, the Registrant has duly caused this report to be signed on its
behalf by the undersigned thereunto duly authorized.

CATERPILLARINC.

May 12, 2003 Is/ Glen A. Barton Chairman of the Board and Chief Executive Officer
(Glen A. Barton)

May 12, 2003 Is! F. Lynn McPheeters Vice President and Chief Financial Officer
(F. Lynn McPheeters)

May 12, 2003 /s/ James B. Buda Secretary
(James B. Buda)
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CERTIFICATIONS

[, Glen A. Barton, certify that:

1. I'have reviewed this quarterly report on Form 10-Q of Caterpillar Inc.;

2. Based on my knowledge, this quarterly report does not contain any untrue statement of a material fact or omit to state a
material fact necessary to make the statements made, in light of the circumstances under which such statements were
made, not misleading with respect to the period covered by this quarterly report;

3. Based on my knowledge, the financial statements, and other financial information included in this quarterly report, fairly
present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for,
the periods presented in this quarterly report;

4. The registrant's other certifying officer and | are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-14 and 15d-14) for the registrant and we have:

a) designed such disclosure controls and procedures to ensure that material information relating to the registrant,
including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the
period in which this quarterly report is being prepared;

b) evaluated the effectiveness of the registrant's disclosure controls and procedures as of a date within 90 days prior
to the filing date of this quarterly report (the "Evaluation Date"); and

c) presented in this quarterly report our conclusions about the effectiveness of the disclosure controls and procedures
based on our evaluation as of the Evaluation Date;

5. The registrant's other certifying officer and | have disclosed, based on our most recent evaluation, to the registrant's
auditors and the audit committee of registrant's board of directors (or persons performing the equivalent function):

a) all significant deficiencies in the design or operation of internal controls which could adversely affect the registrant's
ability to record, process, summarize and report financial data and have identified for the registrant's auditors any
material weaknesses in internal controls; and

b) any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant's internal controls; and

6.  The registrant's other certifying officer and | have indicated in this quarterly report whether or not there were significant
changes in internal controls or in other factors that could significantly affect internal controls subsequent to the date of our
most recent evaluation, including any corrective actions with regard to significant deficiencies and material weaknesses.

Chairman of the Board and
May 12, 2003 Is/ Glen A. Barton Chief Executive Officer
(Glen A. Barton)
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I, F. Lynn McPheeters, certify that:

1. lhave reviewed this quarterly report on Form 10-Q of Caterpillar Inc.;

2. Based on my knowledge, this quarterly report does not contain any untrue statement of a material fact or omit to state a
material fact necessary to make the statements made, in light of the circumstances under which such statements were
made, not misleading with respect to the period covered by this quarterly report;

3. Based on my knowledge, the financial statements, and other financial information included in this quarterly report, fairly
present in all material respects the financial condition, results of operations and cash flows of the registrant as of, and for,
the periods presented in this quarterly report;

4. The registrant's other certifying officer and | are responsible for establishing and maintaining disclosure controls and
procedures (as defined in Exchange Act Rules 13a-14 and 15d-14) for the registrant and we have:

a) designed such disclosure controls and procedures to ensure that material information relating to the registrant,
including its consolidated subsidiaries, is made known to us by others within those entities, particularly during the
period in which this quarterly report is being prepared;

b) evaluated the effectiveness of the registrant's disclosure controls and procedures as of a date within 90 days prior
to the filing date of this quarterly report (the "Evaluation Date"); and

c) presented in this quarterly report our conclusions about the effectiveness of the disclosure controls and procedures
based on our evaluation as of the Evaluation Date;

5. The registrant's other certifying officer and | have disclosed, based on our most recent evaluation, to the registrant's
auditors and the audit committee of registrant's board of directors (or persons performing the equivalent function):

a) all significant deficiencies in the design or operation of internal controls which could adversely affect the registrant's
ability to record, process, summarize and report financial data and have identified for the registrant's auditors any
material weaknesses in internal controls; and

b) any fraud, whether or not material, that involves management or other employees who have a significant role in the
registrant's internal controls; and

6.  The registrant's other certifying officer and | have indicated in this quarterly report whether or not there were significant
changes in internal controls or in other factors that could significantly affect internal controls subsequent to the date of our
most recent evaluation, including any corrective actions with regard to significant deficiencies and material weaknesses.

May 12, 2003 /s/ F. Lynn McPheeters Chief Financial Officer
(F. Lynn McPheeters)
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EXHIBIT 99.1

CERTIFICATION PURSUANT TO
18 U.S.C. SECTION 1350
AS ADOPTED PURSUANT TO
SECTION 906 OF THE SARBANES-OXLEY ACT OF 2003

In connection with the Quarterly Report of Caterpillar Inc. (the "Company") on Form 10-Q for the period ending March
31, 2003 as filed with the Securities and Exchange Commission on the date hereof (the "Report"), the undersigned
hereby certify pursuant to 18 U.S.C. Section 1350, as adopted pursuant to Section 906 of the Sarbanes-Oxley Act of
2003, that to the best of our knowledge:

(1 The Report fully complies with the requirements of section 13(a) or 15(d) of the Securities and Exchange
Act of 1934; and

(2) The information contained in the Report fairly presents, in all material respects, the financial condition and
results of operations of the Company.

Chairman of the Board and
May 12, 2003 Is/ Glen A. Barton Chief Executive Officer
(Glen A. Barton)

May 12, 2003 Is/ F. Lynn McPheeters Chief Financial Officer
(F. Lynn McPheeters)

A signed original of this written statement required by Section 906 has been provided to Caterpillar Inc. and will be
retained by Caterpillar Inc. and furnished to the Securities and Exchange Commission or its staff upon request.
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